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FOREWORD 


The programme of vocationalization of higher secondary edu¬ 
cation has been accepted by the country as it holds forth great 
promise for linking education with the productivity and economic 
development of the country by providing education for 'better 
employability of the youth. 

In view of the importance of the programme the NCERT is 
making an all out efforts to provide academic support to the imple¬ 
menting agencies in the States. One of the major contributions, of 
NCERT is in the field of curriculum development and in the deve¬ 
lopment of model instructional materials. The materials are deve¬ 
loped through workshops in which experts, subject specialists, 
employers representatives, curriculum framers and teachers of voca¬ 
tional courses are involved. These materials are then sent for try-out 
in schools and feed back ls collected through questionnaires and 
through direct contact. The materials are also sent to experts for 
comment before they are published. 

The present “Teachers Guide in Accountancy-II” has been deve¬ 
loped in the manner described above and is meant for the vocational 
commerce teachers teaching Accountancy. It is being published for 
wider dissemination among vocational commerce teachers. I hope 
that they will find the “Guide” useful. 

I am grateful to all those who have contributed to the develop¬ 
ment of this Teachers Guide. I must acknowledge also the immense 
interest taken by Prof. Arun K. Mishra, Head, Department of 
Vocationalization of Education in inspiring his colleagues in their 
endeavours to develop instructional materials. Shri C.K. Misra, 
Reader, functioned as the Project Coordinator for the development 
of this title. He has my appreciation and thanks for planning, design¬ 
ing and conducting the workshops, for technical editing and for 
seeing this Guide through the press. 

Suggestion for improvment of the Guide will be welcome. 

P.L. MALHOTRA 
DIRECTOR 

New Delhi National Council of Educational 

Research and Training 




PREFACE 


Ever since the introduction of vocationalization in our school 
system by several States in our country the paucity of appropriate 
instructional materials has been felt as one of the major constrainsts 
in implementation of the programme and a source of great hardship 
to pupils offering vocational studies at the higher secondary stage. 

The Department of Vocationalization of Education of the 
National Council of Eductional Research and Training, New Delhi 
has started a modest programme of developing instructional mate¬ 
rials of diverse types to fill up this void in all major areas of voca¬ 
tional education. The task is too gignatic to be completed by any 
single agency but the model materials being developed by us might 
provide guidance and impetus to the authors and agencies desiring to 
contribute this area. These are based on the national guidelines 
developed by a working group of experts constituted by NCERT. 

The experimental edition of the Guide was developed by a group 
of experts as Contributors in a workshop help at the Regional 
College of Eduction, Bhopal. The same was later circulated to receive 
the feed back from the user teachers in different states of the country. 
After a period of one year for the try-out, the feed back was received 
and accordingly the experimental edition was suitably reviewed and 
revised throug a committee of experts in a workshop held at the 
Regional College of Education, Bhopal. The names of the contribu¬ 
tors and reviewers are mentioned elsewhere and their contributions 
are admirably acknowledged. We are grateful to all the institutions 
and teachers who have used the Guide and sent their comments. Shri 
C.K. Misra, Reader & Coordinator of this project, Department of 
Vocationalization of Education deserves special thanksfor editing 
and bringing the Guide in the present form. The assistance of all in 
the Regional College of Education, Bhopal and the Department of 
Vocationalization of Education, NCERT is also thankfully 
acknowledged. 

Arun K, Mishra 
Professor & Head 
Department of Vocationalization 
of Education 


New Delhi 
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GANDHIJI’S TALISMAN 


“I will give you a talisman.Whenever 
you are in doubt or when the self 
becomes too much with you, apply 
the following test: 

Recall the face of the poorest and 
the weakest man whom you may 
have seen and ask yourself if the 
step you contemplate is going to be 
of any. use to him. Will he gain 
anything by it ? Will it restore him 
to a control over his own life and 
destiny ? In other words,will it lead 
to Swaraj for the hungry and 
spiritually starving millions? 

Then you will find your doubts and 
your self melting away.” 
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Introduction 


The “Guide” attempts to present the teaching of Accounting in a 
format which is closer to business practice. However, business prac¬ 
tices differ very widely and this, therefore, limits the efforts to 
develop a highly standardised instructional approach to the teaching 
of Accounting. The teacher will, therefore, use the ‘Guide’ to make 
appropriate changes and adaptations according to business practice 
prevalent in the neighbourhood. 

A major innovation in the ‘Guide’ (in the context of Vocational 
Courses at the higher secondary stage) is the exposition of the 
‘Voucher’ approach to recording of transactions in place of the 
Conventional ‘financial event’ or the ‘transaction approach’. This 
volume II furnishes the practical framework for a business situation 
and displays supporting and accounting vouchers. It may be appre¬ 
ciated that both the number and type of vouchers and the details 
contained therein will differ accori3ng to the properties of enter¬ 
prises as mentioned above. Subject to this, the practice set will be 
found to illustrate satisfactory exposure of how things are being done 
in many sole-trading, partnership, non-trading organisations and 
Accounts relating to company formation and raising of share capital. 

Users of the ‘Guide’ may kindly note the following features of 
the new approach to teaching of Accounting:— 

(1) The book-keeper will use the ‘Voucher’for recording a tran¬ 
saction as the basis of entries into books. 

(2) Many of the Vouchers will be available for outside parties for 
accounting purposes like an invoice, a memo, a receipt, an 
acknowledgement, a note, a bill, an account sale and so on. 
But many others will have to be internally generated like the 
voucher consolidating all sales of a particular day and requir¬ 
ing entry into the sales day book. It must be noted that 
invoices outward will be supporting vouchers hut the consol¬ 
idating slip will act as the accounting voucher. However, in a 
teaching situation even these supporting vouchers will have 



to be prepared by the teacher. 

(3) Cash transaction will require special attention. For the cash 
component of such transactions, an accounting voucher may 
be generated without reference to the Ledger folio like other 
vouchers. It must be noted that business practice differs 
widely on this aspect. Many firms, especially the small ones, 
do not follow the practice of accounting vouchers. 

(4) The user is advised to note the format of vouchers including 
cash vouchers, the cash-book and other books of original 
record which have been made more compatible with the new 
orientation to the teaching of Accounting. 

(5) The ‘Guide’ makes certain assumptions while providing the 
new format. For example, the format of the Cash-book as 
given in the guide sums up transactions during a period. The 
cash book is accordingly balanced over the period chosen for 
the illustration. The practice is ‘daily-balancing’ of the Cash- 
Book. The assumption is that the teacher will be able to 
switch over to ‘daily-balancing’ from ‘periodical balancing’ 
inspite of a demonstration in the Guide only to conserve 
space and also because of the fact that the act of balancing is 
fully explained. 

The Guide is just a beginning of an effort in an important 
direction. It is likely to suffer from many inadequacies. Since ‘user’is 
the best ‘educator’, your views and ‘feed back’ will go a long way in 
improving and further strenghthening its contents and methodology. 
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UNIT-1 


An Overview of the New Approach 

[This is an introductory unit explaining the new approachingfol- 
lowed in the Teacher’s Guide. Special attention_is drawn to the 
Vouchers, its preparation and scheme followed for preparation of 
Accounts.] 

There have been adverse reports from different employers about 
the competence of commerce graduates as regards book-keeping and 
account preparation. They lament that our students even after 
putting in six years of coursr work on the college and university, are 
not able to undertake the preparation of accounts independently. 
Accountancy finds a place in the vocational stream of subjects at the 
post-secondary level. A natural expectation is that this exposure will 
be different from the conventional courses in Accounting. Among 
other things, the vocational course will be expected to build a min¬ 
imum competency in the student to get immediately drafted into the 
job of an accounts assistant. 

The usual approach to the teaching of accountancy has been 
based on transactions. A student "is given a transaction and is 
required to pass a journal entry. Likewise, he is given a trial balance 
on the basis of which he prepares the final accounts. However, the 
realities of business are different. He is not fed with transactions for 
him to make journal entries. He is confronted with invoices, cash 
receipts, vouchers for payments made, debit-notes, credit-notes etc., 
on the basis of which he has to record books of account. Once the 
student is given an invoice for the goods purchased, he should be able 
to understand that purchases have been made on credit and it must 
be recorded in the day book. 

Similarly in the classroom he is told that an amount of Rs. 500 
has been paid into the bank and the student immediately either writes 
it in the bank column of cash book or will debit bank account. In the 
business nobody has time to tell him that money has been paid into 
the bank. On the basis of pay-in-slip duly receipted by the banker, he 


has to infer the deposit and write the books of account accordingly. It 
is, therefore, in the fitness of things that the student gets fully 
oriented to the practice of writing accounts direct from vouchers. 

The student after completing his vocational course in Accoun¬ 
tancy should be able to grasp the accounting implications of each and 
every paper handed over to him in business. Thus when he is given a 
cash memo obtained for purchase of stationary, he should under¬ 
stand that a business payment has been effected. This requires a 
change in our teaching approach and the teachers must understand 
the voucher-based teaching clearly and distinctly. The present 
teacher guide is an attempt in this direction and material has been 
developed to acquaint teachers with real business conditions and 
situations in preparation and maintenance of accounts. 

To begin with, when the subject is introduced to the students, 
emphasis may be laid on the following points: 

1. Every one is able to prepare his accounts independently as 
accounting is a common need. Each of us keeps accounts 
whether one is a student, teacher, scientist, doctor, house¬ 
wife etc. etc. Even the milk-vendor who may be illiterate 
keeps his accounts of receivables and payables. 

On the other hand, accounts are also prepared by a fully 
qualified accountant. The difference between the two is that 
the accounts prepared by the accountant could be read, 
understood and analysed by one and all through-out the 
world whereas the accounts kept by others who are not so 
knowledgeable cannot be understood by anybody else 
except the one who prepares them. 

2. The teacher should emphasize the need for generally 
accepted principles in accounting so that the output may be 
intelligible and interpreted without confusion. 

3. Within the framework of the accounting principles, it is 
possible to develop accounting procedures suitable to the 
requirements of each business. This is possible because 
accountancy is social science and does not suffer from the 
rigidity associated with physical sciences. 

Why do we keep Accounts: 

(1) To know our receivables and payables. 

(2) To record cash transactions properly and keep strict control 
over cash. This is done by reconciling actual cash with the cash 



as per records. 

(3) To know at the end of the period the actual profit or loss of the 
business. 

(4) To prepare the financial position on the accounting date. 

(5) To prepare tax returns for submission to xax authorities. 

Accounts keeping: 

In business there are different persons effecting different tran¬ 
sactions. Someone buys goods, salesmen are engaged in selling these 
goods to customers, cashier receives cash and disburses it whereas 
the accountant is entrusted with the task of recording all transactions 
in the books of accounts. 

The main question that arises is how does the accountant comes 
to know of the transactions. He cannot be present everywhere with 
account books to record the transactions. There must be some sys¬ 
tem by which he comes to know of the transactions. We must, 
therefore, devise a way whereby whatever is being done in the organi¬ 
sation is let known to the accountant enabling him to record these 
transactions in the books of accounts. 

This flow of information is maintained through the system of 
vouchers. Whatever is done in the business is supported by vouchers 
and these vouchers are made available to the accountant either 
simultaneously or at the end of the day and from them he maintains 
and prepares accounts. 

Vouchers explained: 

We may start with a working definition of the term ‘voucher’. It 
may be viewed as a document which supports the transactions in the 
business. 

Vouchers are of two types—accounting vouchers and support¬ 
ing vouchers. Accounting voucher is one in which we write names of 
the accounts to be debited and credited and the amount, date etc. 
Supporting voucher is the document which gives rise to the transac¬ 
tion. Rent is paid and thus we have obtained a cash receipt from the 
landlord. This is the voucher which informs the accountant that so 
much amount has been paid by way of rent. Now he will prepare an 
accounting voucher on which he will write that rent account will be 
debited and cash to be credited. 

In case of large organizations vouchers of different colours are 
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used for debits and credits. In case of debit vouchers, there is no need 
to write credit cash/bank and in case of credit vouchers, there is no 
need to write debit cash/bank. 

Examples of Vouchers 

(a) All payments are supported by receipts. Rent by rent-receipt 
issued by the landlord, telephone bills by cash receipt, salary 
payment by receipts to be obtained from employees and so 
on. 

(b) There are certain payments where such receipts are not 
obtainable. For example, tonga charges, small amounts 
paid for tea or refreshment etc. In such situations, the 
voucher is prepared by the person incurring such expense 
and he certifies it. 

(c) For purchases on credit, we receive credit bills and for cash 
purchases we get cash memos. If for some petty purchases 
cash memos are not available, the person making such 
purchases might prepare a voucher and write therein the 
necessity of making such purchases. 

(d) The vouchers so prepared by the person spending money 
will differ from organisation to organisation and there is no 
set format. Whatever may be the format it should bear the 
date, the purpose of expenditure, the amount paid, the 
signature of the person incurring the expense or receiving 
the amount or the signature of person certifying the 
expenditure. 

(e) Once the voucher is made available to the accountant, he 
will record it in the books of accounts. It is, therefore, through 
the system of vouchers that the information flows from 
various segments of business to accounts. 

Note: Filing & Numbering of vouchers: Vouchers relating to the 
Journal will be filed separately from vouchers relating to Cash Book 
and both sets will be numbered independently. 

Scheme Followed 

1 In the teachers guide vouchers pertaining to sole trader, a 

partnership firm and of a club have been prepared. 

2. While preparing these vouchers an effort has been made to cover 

all types of transactions in the business. 
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3. Each voucher bears a number and signifies a transaction. The 
significance and treatment have been explained in detail. 

4. Since voucher is the basis of accounts keeping, the students may 
be asked to prepare various books of accounts looking into the 
voucher and understanding the contents thereof. 

5. Explanation given about the voucher is only a teaching aid and 
in no way be supplied to the students. They should be 
encouraged to understand the meaning and significance of the 
various vouchers by themselves. 

Concept of debit and credit 

There are two sides of an account—left hand side and the right 
hand side. It is by tradition and for standardisation that a particular 
type of transaction is recorded on the left hand side of an account 
while the other type would be mentioned on the right hand side. This 
is so through out the world. Writing on the left hand side of an 
account is known as debiting the account whereas if we write on the 
right hand side of the account, it is termed as crediting the account. 
This is only coventional that this type of standardisation has emerged 
over the time. For example, in the case of all assets, the account is 
debited on the business acquiring such assets. When the business 
parts with such assets the accounts are credited. Therefore the 
balance of all such asset accounts will be debit balances. 

Likewise all expenses incurred in the business are written on the 
debit side while all incomes are credited. 

While maintaining accounts pertaining to persons, whatever we 
receive from them we write on the right hand side of the respective 
accounts whereas whatever we give them will be written on the left 
hand side thereof. In other words we pay to somebody we debit his 
account while whatever we receive from him will be written on the 
credit side. 

The teachers may be cautioned here against giving these rules as 
a matter of routine. The students may be told that this is just to 
standardise the system that we are accepting the convention. It will 
help him in following the accounting system anywhere in the world. 

Books of Accounts 

Conventionally we have two tiers in account keeping. The first 
tier is the books of original entry. The transaction is first written with 
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the help of the voucher in the books of original entry. Subsequently, 
from the first tier we move on the second tier which is nothing but the 
classification of various transactions finding mention in the books of 
original entry. The writting of accounts in the second tier is known as 
ledger keeping. In almost all business the following books are kept. 

1. Cash Book: . 

Almost all businesses keep cash book. It records all transactions 
pertaining to cash. Cash received from sales and from debtors (whom 
we have sold in the past on credit) is recorded on the debit side. Cash 
disbursements on account of cash purchases or miscellaneous 
expenses are recorded on credit side. Naturally we cannot disburse 
more than what we have received. As for as possible the Cash Book 
should be balanced daily. 

2. Sales: 

All cash sales are recorded in cash book whereas credit sales are 
entered in the sales book. The basis of record being either cash 
memos for cash transactions and credit bills issued for credit side. In 
case the business is too small and the business man is not issuing cash 
memos for all cash sales he will count the cash at the end of the day 
and will prepare voucher mentioning the cash sales made during the 
course of the day. 

3. Purchases: 

Purchases are again of two types. Whatever things we buy in 
cash would be recorded in cash book and goods pruchased on credit 
would be entered in Purchases Book. In case we have bought items of 
very small value and have not been in a position to obtain cash 
memo, it will be duly certified by the person buying it. The voucher so 
certified will form the basis of account keeping in this case. 

Preparation of Final Accounts 

When the business has been conducted for a period of time, the 
businessman would have a natural desire to know the end result of 
the business, that is, he would like to know as to how much profit he 
has made during the course of the year. It is ascertained by the profit 
and loss account. In addition each one of us likes to have an idea of 
our assets and liabilities, which is done by way of preparing the 
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balance sheet. 

The teacher is expected to expose the students in this matter in 

the following sequence. 

1. The accounts are closed at the end of the year and the process is 
repeated each year. 

2. Profit and Loss is ascertained by preparing the Profit and Loss 
Account. 

3. The businessman has to think about the expenses which though 
have been incurred and advantage derived, have not yet been 
paid. For these expenses we have to pass a journal entry or 
prepare a voucher debiting the ‘expenditure account’ and credit¬ 
ing the party to whom the amount is payable. For the conven¬ 
ience of students if they do not know the party, ‘outstanding 
expnediture account’ will be credited. Outstanding expenditure 
will be a liability, as the amount is payable. 

4. We will then see whether there are certain amounts which 
though have been paid, the business has not derived their advan¬ 
tages fully. In such cases the person to whom the money has been 
paid becomes the debtor of the business to the extent the amount 
has not been fully taken advantage of. Therefore we will debit 
the ‘Expenditure Paid in Advance’ and credit the ‘Expenditure 
account’. This will result in the reduction of that expenditure and 
creation of an asset. 

5. For the sake of convenience and better understanding of the 
direct and indirect expenses and for knowing the gross margin 
on sales, generally the Profit and Loss Account is divided into 
two parts—Trading Account and Profit and Loss Account.'In 

case a business wants to prepare only the profit and loss account 

there is no bar. 

6. Next step is the preparation of inventory and its valuation. 
Closing stock is taken and valued at cost or market price whi¬ 
chever is less. This has to be brought into accounts at the time of 
preparing the final accounts, 

TRADING ACCOUNT AND PROFIT AND LOSS ACCOUNT 

1. Trading Account is the first part of Profit and Loss Account. It is 
prepared with a view to knowing the margin on sale. For this 
purpose cost of goods sold is compared with sales revenue. The 
difference would be gross profit or gross loss. 

2. On the debit side we start with the stock at the beginning. It is 



followed by purchases and expenses which are directly related to 
purchases or manufacturing, e.g., cartage on purchases, wages 
etc. 

3. On the credit side is shown sales, which will be followed by 
Closing Stock. 

4. Where the credit side is higher than the debit of Trading 
Account, the difference is termed as gross profit. 

5. In case the debit side exceeds the credit side it will result in gross 
loss. 

6. Gross profit or gross loss is taken down to the Profit and Loss 
Account on the credit or debit side. 

7. All accounts representing indirect expenses and incomes other 
than sales revenue should now be transferred to the profit and 
loss account by way of a voucher, or journal entry. Before this, 
adjustments are made in respect of prepaid and outstanding 
expenses, and accrued, and income received in advance. In this 
manner all the nominal accounts are closed in the ledger. 

8. The difference between the two sides is then computed which 
results in net profit or net loss. 

9. The net profit and net loss so computed is then transferred to the 
capital account by way of voucher or journal entry. 

BALANCE SHEET 

1. Once our Profit and Loss Account is prepared, the businessman 
would be interested in knowing the status of his investment. For 
this purpose he prepares the balance sheet which indicates his 
financial position. 

2. Assets are the possessions in business. We may elicit from the 
students that all the properties and possessions such as land, 
building, plant, machinery, furniture, fixtures, cash, stock etc. 
are the assets of the business. 

3. In addition all receivable such as book debts and bills receivable 
are also assets. Also expenses prepaid, the benefit of which has 
not expired are shown on the assets side. 

4. Liabilities side represents the payables of the business. In a way 
we may call this side as the financing side. Whatever assets are 
owned by the business are financed either out of own resources 
or borrowed funds. Examples of own resources are capital, 
reserves, profit of the year. Borrowed funds include loans 
obtained from lending institutions and sundry creditor from 
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ought goods. 

the liabilities side is the capital contributed by 
usiness is a separate entity, business owes this 
vners and hence shown on liabilities side. 

1 savings of the business. Profits earned and not 
le businessman are known as reserves. In fact 
angible in the sense that nobody can see them. It 
possible to buy any asset out of reserves. For 
;t there should be enough cash. Reserves on the 
licate that assets have been financed out of past 

follow from the above that the two sides of the 
11 tally. Assets must equal to Equities. Capital 

2 known as equities as they have a claim on the 
ipany. 

also conveyed by way of an equation which is 
;e sheet equation or accounting equation e.g. 

. Where E stands for Equities, A for assets, L for 
for Capital. 

ntion that assets are written on the right hand 
:e sheet whereas the liabilities find a place on the 
rhis we have borrowed from British system. 

; just the opposite. They write assets on left hand 
ilities right hand side. 

Lesses have started writing assets and liabilities 
write assets first and then explain how these 
financed. 

siness or organisation is free to choose its form 
vertical presentation of financial position is 
fered because of its clarity and simplicity. It is 
:ven a layman can understand it. 



UNIT-2 


Accounts of Sole-Trader 

[This unit contains the Vouchers, Accounting Vouchers along- 
with detailed narrations and supporting Vouchers, Cash-book, 
Journal, Ledger, Trial-balance, Trading and Profit and Loss 
Account and Balance Sheet of sole-trader.] 

Introduction 

The following vouchers belong to a trading organisation, 
namely, Cheap Silk Emporium, Karol Bagh, New Delhi. The descrip¬ 
tion given below indicates the transaction and the accounting treat¬ 
ment. It is also suggested that while teaching the students may be told 
about the alternative treatment. This material will be restricted only 
for use by teacher. The students will be asked by showing or giving 
them the voucher to write the accounting treatment and their under¬ 
standing of the same. 

Very small business organisations need not get the vouchers 
printed. They prepare the whole thing by hand and file these slips 
(vouchers) in the relevant files. On the other hand the organisations 
which are sizeable and which can afford printing cost go in for getting 
the vouchers printed with the column necessary for the purpose and 
the name of the firm etc. 

If the organisation is big enough and the transactions are many, 
it may prefer to have vouchers with different colour schemes for 
different types of transactions. For example, vouchers for purchases 
may be got printed on pink paper while those pertaining to miscel¬ 
laneous expenses on yellow sheets. All this depends on the needs and 
convenience of the business and no firm rule or convention need be 
laid down. 



VOUCHER NO. 1 (a) 

CB. Felio No. 2 

M/s Cheap Silk Emporium, 

Karol Bagh, New Delhi-110 005 




Dated: 1.4,1985 

Debit 


Rs. 


Cash 

50,000/- 

Credit: 

Capital A/c 
(Being the amount of 

Capital invested in 
the business) 

50,000/- 

Accountant 

Manager/Prop. 


Business is started and the proprietor brings in Rs. 50,000/- by 
way of his capital. There is also a possibility of the cash being brought 
in by the owners in instalments. In that case this type of entry and 
vouchers would be repeated. 

The item would be entered on the debit side of the Cash Account 
OR Cash Book and when it is posted, Capital Account of the owner 
would be credited. 

Students may be told that the owner is also a creditor and the 
amount invested by him in the business is a liability of the business. 
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VOUCHER NO. 1 (b) 

JF No. 1 

DEBIT A/c 

Rs. 

Furniture 

3,000/- 

Fans 

1,500/- 

Weighing Machine 

100/- 

Weights & Measures 

100/- 

Stock 

5,600/- 


10,300/- 

CREDIT A/c 


Capital 

10,300/- 

(Being various assets 


introduced in the business) 

_ 


The owner while bringing in cash also brings various types of 
assets from home which he might have been keeping all along by way 
of personal assets. Once these assets have been brought into the 
business, they will form part of business assets and to that extent, his 
capital will go up. Assets accounts have been debited here and capital 
account credited. 

These items will first be recorded in the journal (voucher) and 
then posted in ledger. 

If we go through the list of items brought in by the proprietor we 
find that while the first four items are the assets which help in running 
of business, the last one refers to stock which is for sale. It appears 
that the person concerned had been keeping the silk sarees and cloth 
pieces etc. all along in the house for resale and once the opportunity 
of starting a business is made available, he has shifted all this cloth to 
the business. 
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Statement of Investment of Business. 

Cash introduced 

Other assets introduced: 

(a) Furniture 

(i) 2 Counters 

1,000/- 

(ii) 4 Stools 

200/- 

(iii) 2 Cushion Benches 

200/- 

(iv) 1 Table 

600/- 

(v) 2 Chairs 

200/- 

(vi) 2 Takhats 

800/- 


(b) Fans 

3 Usha 48" fans 

(c) 1 Weighing Machine 

(d) Weights & Measures 

(e) Stock 


(i) 

4 pcs. Silk Sarees 



Variety No. 101 

1,600/- 

(ii) 

5 pcs. Cotton Sarees 



Variety No. 136 

500/- 

(iii) 

100 Mtr. Long cloth 



Variety No. 405 

300/- 

(iv) 

5 pcs. Woolen suiting 



Variety No. 607 

2,000/- 

(v) 

10 pcs. Teerycot Pant 



Variety No. 702 

1,200/- 


Rs. 

50,000/- 


3,000/- 

1,500/- 

100 /- 

100 /- 


5,600/- 


60,300/- 


Proprietor 
(M. R. Khanna) 
April 1, 1985 
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VOUCHER NO. 2 

CBF No. 2 
Dated: 1.4. 1985 

Debit 

Rs. 

State Bank of India 

45,000/- 

Credit 

Cash 

45,000/- 

(Being a bank account 
opened in the name of 
the firm) 



Counterfoil: April 1, 1985 

Paid to the State Bank of India for 
credit of M/s Cheap Silk Emporium 
Rupees Fourty five thousand only 
as per particulars overleaf 
Rs. 45,000/- 

Passing Official of the Bank 

Out of the cash invested by the owner, a sum of Rs. 45,000/- has 
been deposited in the bank. Pay in slip counterfoil will be a support¬ 
ing document here. Bank account is debited and the cash account 
credited. 


VOUCHER No. 3 

J.F. No. 1 
1.4.1985 

Debit 

Rs. 

State Bank of India 

10,000 

Credit 


Mrs. Sheila Khanna’s 

10,000/- 

Loan A/c 
(Being a loan taken 
from her) 


M.R. Khanna. 




A loan of Rs. 10,000/- has been obtained from Mrs. Sheila 
Khanna and the amount deposted direct into the Bank. A receipt will 
be issued to the lender and duplicate copy thereof will form the 
supporting voucher. 

Loan from Mrs. Sheila Khanna Rs. 10,000/- 

Duplicate 


M/s Cheap Silk Emporium 

Karol Bagh, New Delhi. 


No. 0001 

Dated: 1.4.1985 

Received with thanks from Mrs. Sheila Khanna the sum of 

Rupees Ten thousand only as loan for a period of 2 years at the rate 

of- % p.a. 


Rs. 10,000/- 



(M.R. Khanna) 


Propritor. 


VOUCHER No. 4 

J.F. No. 1 
Date: 1.4.1985 

Debit 

Rs. 

Advance Rent Account 
(Being the amount paid 
as advance rent) 

2,000/- 

Credit 

' 

State Bank of India 
(Being amount paid 
by Cheque No. 53001) 

2,000/- 

Accountant 

Proprietor/ Manager 


17 







Rent has been paid in advance by way of a cheque. We have 
debited Advance Rent Account and credited Bank Account. In case 
the advance amount remains permanently, with the landlord, it will 
always be an asset. On the other hand if this amount is adjusted 
against rent due, then it will be treated as expenditure for the month 
in respect of which it has been adjusted. 


CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

Date: 1.4.1985 

Advance paid to the landlord as 

Rent by cheque No. 53001 dated 1.4.82. Rs. 2,000/- 

M.R. Khanna 
Prop. 

0R 

Original 

Rent Receipt 

1.4.1985 

Received from M/s Cheap Silk Emporium the Sum of Rupees 
Two thousand as advance rent for shop No. 1151 at Ajmalkha Road, 
Karol Bagh vide Cheque No. 53001 dated 1.4.1982. 


Rs. 2,000/- 


(T.R. Gupta) 
Landlord 
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VOUCHER No. 5 


C.B.F. No. 2 
Date: 2.4.1985 


Debit 

Cash 

(Being cash withdrawn) 

Rs. 

6,000/- 

Credit 


State Bank of India 

6,000/- 

(Cheque No. 53002 


dated 2.4.85) 


Accountant 

Proprietor/ Manager 


Amount has been withdrawn from the bank for business 
expense. It willbe entered on the debit side of cash book and the bank 
account will be credited. It will be supported by the counterfoil of 
cheque issued. 


(Counterfoil of cheque) 

STATE BANK OF INDIA 

Karol Bagh, New Delhi. 

A 53002 

5 

In favour of Self 

Date: 1.4.85 

Last Balance 


Deposits withdrawn 

6,000/- 

Balance 


Cashier’s signature 
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VOUCHER No. 6 

C.B.F. No. 2 


Date: 2.4.85 

Debit 

Fixtures A/c 
(Being the racks fixed 
on the wails and 
steel rods purchased 
vide purchase Vr. No. 51015) 

Rs. 

6,900/- 

Credit 

Cash 

6,900/- 

Accountant 

Proprietor/ Manager 

Fixtures have been purchased against cash for being used in 
business. Fixtures account will be debited and cash credited. It is 


supported by the cash memo, we have obtained for the items bought. 


MODERN FURNITURES 

Tilak Nagar, Delhi 

Cash memo. 

No. 51015 

Date: 2.4.85 

M/s Cheap Silk Emporium 

Karol Bagh, New Delhi. 


54 Sq. ft. wooden racks @ 100 per sq. ft. 

5 steel racks @ 300/- per sq. ft. 

5,400/- 

1,500/- 

6,900/- 

Manager 
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VOUCHER No. 7 

C-B.F. No. 2 

Date: 3.4.85 

Debit 

Rs. 

Fixtures Account 
(Being the cartage paid 
on bringing the 
furnitures) 

25/- 

Credit 

Cash 

25/- 

Accountant 



An amount of Rs. 25/ - has been paid on the cartage. It will be 
debited to the fixtures account and cash will be credited. If cartage is 
incurred in ordinary course of business, cartage will be a trading 
expense and the treatment will be different. In that case cartage 
account will be debited. It may be supported by a cash receipt 
obtained from the carrier. 

M/s CHEAP SILK EMPORIUM 

New Delhi 

3.4.1985 

CASH PAYMENT VOUCHER 

Nature of expense: Cartage paid for bringing furniture. 

Amount: Rs. 25/- 

Payment verified. 

Signature of the Receiver 

M.R. Khanna 

- - -----Prop. 
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VOUCHER No. 8 

J.F. No. 1 

Date: 4.4.85 

Debit 

Rs. 

Establishment Expenses A/c 
(Being the Corporation 
registration fees paid) 

250/- 

Credit 

State Bank of India 
(Being amount paid by 
cheque No. 53003 
dated 4.4.85) 

250/- 


Muncipal Corporation, Delhi 


4.1.82 

Received with thanks from M/s Cheap Silk Emporium, Karol 
Bagh, the sum of rupees two hundred and fifty by cheque No. 53003 
on State Bank of India Karol Bagh dated 4th April, 1985 on account 
of Registration Fee. 


Revenue 

Stamp 


Sd /- 
Cashier 


Licence fee of Rs. 250/- for getting the firm registered with the 
corporation has been paid. It is debited to Establishment Expenses 
account. Since the amount has been paid by cheque, bank account 
has been credited. Supporting voucher will be the receipt obtained 
from the Corporation, as reproduced above. 
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VOUCHER No. 9 

C.B.F. No. 2 

Date: 4.4.85 


Debit 

Rs. 

Advertisement Account 
(Being amount paid 
for making a sign 
board for workshop as per 

Cash Memo No. 5168 attached) 

225/- 

Credit 


Cash 

225/- 

Accountant 

Prop./Manager 


An amount of Rs. 225/- has been incurred on advertisement in 
cash. Advertisement will be debited and cash A/ c or cash book 
credited, the receipt obtained from the advertiser will be the support¬ 
ing voucher, attached with this voucher. 


CASH MEMO 


GLAXY ART PAINTERS 


Kirti Nagar, New Delhi 


No. 5168 

4.4.85 

One sign board size 

200/- 

15'x3'200/- 


Two name plates 

25/- 


225/- 

E.&O.E. 

Sd 1- 
Manager 
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VOUCHER No. 10 

C.B.F. No. 2 


Date: 4.4.58 

Debit 

Rs. 

Advertisement A/c 
(Being the amount paid 
for the printing and 
distribution of 

70/- 

hand bills) 


Credit 


Cash 

70/- 

Accountant 

Proprietor 

The business has incurred an expense of Rs. 70/- by way of 
printing handbills etc. Advertisement account will be debited and 
cash credited. Cash Memo from the printers would be the supporting 
voucher. 

CASH MEMO 

ARORA PRINTERS 

Karol Bagh, New Delhi-5 


No. 3891 

Date: 4.4.85 

1000 handbills of M/s 

Cheap Silk Emporium 

Distribution Charge 

Rs. 50/- 
Rs. 20/- 


Rs. 70/- 

E. & O.E. 

Sd/- 
Manager 


24 






VOUCHER No. 11 

C.B.F. No. 2 

Date: 4,4.85 

Debit 

Rs. 

Printing and Stationery A/c 

160/- 

(Vide cash memo No. 3800) 


Credit 


Cash 

160/- 


The firm has got the necessary letter pads, bill books etc. 
printed. Printing and stationery will be debited and cash credited. 
Cash memo received from printing press will be the supporting 
voucher. 


CASH MEMO 


ARORA PRINTERS 


Karol Bagh, New Delhi-5 


No. 3800 

Date: 4.4.85 

10 cash memo, pads 

50/- 

10 credit memo pads 

50/- 

10 letterhead pads 

30/- 

10 accountancy voucher pads 

30/- 


160/- 

E. & O.E. 

Sd / 

Manager 
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VOUCHER No. 12 


C.B.F. No. 2 
Date: 5.4.85 


Debit 

Rs. 

Establishment Expense A/c 

201/- 

(Being the amount paid 


on Mahurut) 


Credit 


Cash 

201/- 

Accountant 

U._ 

M.R. Khanna 
_ Pr °P' ■ 


Rs. 201 /- spent on Muhurat would be debited to Establishment 
account and cash credited. The person concerned will prepare the 
details of expenses and it will be filed. 


M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

Date: 5.4.85 

CASH PAYMENT VOUCHER 


Nature of expense: 
Amount: 

Mahurat Expense 

Rs. 201/- 
Payment verified 

Sd/- 

(M.R. Khanna) 

Prop. 

VOUCHER No. 13 


C.B.F. No. 2 

Date: 5.4.85 

Debit 


Rs. 

Cash 


1,225/- 

Credit 



Sales A/c 


1,225/- 





Cash memo, for sale of goods worth Rs. 1,225/- has been issued. 
Cash will be debited and sales credited. The basis of entry would be 
the counterfoil or carbon copy of the cash memo issued. 


CASH MEMO 

Duplicate 

M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 


No. 0001 

Date: 5.4.85 

2 Silk sarees @ Rs. 500/- 

variety No. 101 

1,000/- 

1 Cotton saree @ Rs. 125/- 

variety No. 136 

125/- 

20 Long cloth @ Rs. 5 / - 

variety No. 405 

100/- 

1,225/- 

E. & O.E. 

Sd/- 

Prop./Manager 

VOUCHER No. 14 

J.F. No. 2 


Date: 5.4.85 

Debit 

16 

Pruchases A/c 

20,344/- 


Credit 

Dhariwal Cloth House 15 20,344/- 

(Purchase cloth as per 
bill No. 63210 dt. 5.4.85) 


Purchases have been made on credit from Dhariwal Cloth 
House. Purchases would be debited and Dhariwal Cloth House 
credited. Supporting voucher will be the credit memo, or bill/ invoice 
received from the seller. 
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CREDIT MEMO. 


M/s DHARIWAL CLOTH HOUSE 

Nai Sarak, Delhi 


No. 63210 

Date: 5.4.85 

M/s Cheap Silk Emporium 

Karol Bagh 


12 Silk sarees varieity No. 101 @ 400/- 

4800/- 

10 Cotton sarees variety No. 136 @ 105/- 

1050/- 

100 Bedsheets variety No. 301 @ 35/- 

3500/- 

50 Towels size medium @8/- 

400/- 

60 metrs Terrycot suiting @ 80/- p/mtr. 
variety No. 703 

4800/- 

100 metres ladies suiting terry cot 
spun @ 60/- per met. var. No. 901 

6000/- 


20550/- 

Less 1% 

205.50 


20344/50 

E. & O.E. 

Sd /- 
Manger 

VOUCHER No. 15 

C.B.F. No. 2 


Date: 6.4.85 

Debit 

Rs. 

Stationery A/c 
(Purchased stationery 
as per cash memo No. 

36821 dv 6.2.82). 

297/- 

Credit 


Cash 

297/- 


Stationery purchased has been debited to Stationery Account 
and cash having gone out of business will be credited. The cash memo 
of the purchase will be attached with the voucher prepared above. 
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Cash Memo 

PREM STATIONERY MART 

Nai Sarak Delhi 


No. 36821 

Date: 6.4.85 

1 Cash book @ Rs. 12/- 

12.00 

1 Ledger @ Rs. 12/- 

12.00 

1 Stock Register @ Rs. 10/- 

10.00 

1 Day book @ 10/- 

10.00 

24 File covers @ 1/ - per file 

24.00 

2 Reams white sheets @25/- 

50.00 

1 Stapler @ Rs. 16/- 

16.00 

2 Packets staples @ 4/- 

8.00 

5 Pading material @20/- 

100.00 

1 Punching machine @10/- 

10.00 

1 Packet of oil pins @ 4.50/- 

4.50 

1 Packet of tags @ 2.50/- 

2.50 

12 Ball pens @1.50/- 

18.00 

1 Packet carbon paper @ 20/- 

20.00 


297.00 

E. & O.E. 

Sd/- 


Manager 


VOUCHER No. 16 

J.F. No. 2 


Date: 6.4.85 

Debit 

Rs. 

Iron Safe A/c 

1050/- 

(as per receipt 


No. 68283) 


Credit 


State Bank of India 

1050/- 

Cheque No. 53004 



As iron safe has been bought and cheque issued : Iron safe will be 
debited and bank account credited. Iron safe is an asset of the 
business. Receipt obtained from the steel furniture company will be 
the supporting voucher here. 29 






Credit Memo. 

ROYAL SAFE COMPANY 

M.M. Road, New Delhi 

No. 68283 

Date: 6,4.85 

M/s Cheap Silk Emporium, 
Karol Bagh, New Delhi 


1 Cash Safe Cabinet 

11/2x1x1 

@ 1050/- Rs. 1,050 


Rs. 1,050 

E. & O.E. 

Sd/- 
Manager 


VOUCHER No. 17 

C.B.F. No. 2 


Date: 6,4.85 

Debit 

Rs. 

Postage A/c 
(Being amount paid 
for the purchase 
of envelops, inlands, 
postcards and stamps) 

150/- 

Credit 


Cash 

150/- 


Postal stationery—cards, covers, stamps etc. have been bought 
for use in business. Postage Account will be debited and Cash 
credited. A list of various items purchased will be appended with this 
voucher. 
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M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

Cash Payment Voucher 

Dated: 6.4.85 

1. Nature of Expenditure: 

Postage 

Rs. 

100 Stamps 

50.00 

100 inland latters 

35.00 

100 postcards 

15.00 

stamps 

50.00 

150.00 

Sd/ 

(M.R. Khanna) 
Prop. 


VOUCHER No. 18 

C.B.F. No. 2 


Date: 7.4.85 

Debit 

Rs. 

Cash 

1,222/- 

Credit 


Sales A/c 

1,222/- 

(as per each memo. 


No. 0002) 



Cash sale of Rs. 1,222 has been recorded vide cash memo No. 
0002 dated 7,4.1985. Sales will be credited and cash debited. Dupli¬ 
cate of cash memo, will be the supporting voucher. 
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Duplicate 

Cash Memo 

CHEAP SILK EMPORIUM 
Karol Bagh, New Delhi 

0002 

Dated: 7.4.85 

2 Silk Sarees @ 500 variety 101 

1000 

6 Towel at 12/- Medium size 

72 

3 Bedsheet 50/- variety 801 

150 


1,222 

E. & O.E. 

Sd/- 


Manager 


VOUCHER No. 19 

J.F. No. 2 


Date: 7.4.85 

Debit 

Rs. 

Gurbax Singh 

500/- 

Credit 


Sale A/c 

500/- 

(as per credit memo 


No. 0001) 



Credit sale of Rs. 500 has been made to Mr. Gurbax Singh vide 
invoice No. 001 of 7.4.1985. Gurbax Singh’s account will be debited 
and sales credited. Carbon copy of the credit memo, received will be 
the supporting voucher. 
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Duplicate 

Credit Memo. 

CHEAP SLIK EMPORIUM 

Karol Bagh, New Delhi 

No. 0001 

Gurbax Singh 

203, Naiwala, Karol Bagh, 

New Delhi. 

Dated: 7.4.85 

3 Pant Pieces, Terry 

Wool variety No. 702 


@ Rs. 150/- 

10 Long Cloth @ 5/- metre 

450.00 

variety No. 405 

50.00 

500.00 

E. & O.E. 

S d/- 

(Gurbax Singh) 

Signature of the customer 

Sd/- 
Manager 


VOUCHER No. 20 

C.J. No. 2 


Dated: 8.4.85 

Debit 

Rs. 

Insurance A/ c 
(vide receipt No. 

34821) 

100/- 

Credit 


State Bank of India 

100/- 

The business premises have been insured against fire. Insurance 
premium has been paid Rs. 100/- Fire Insurance Account will be 
debited and bank credited since the payment has been made by way 
of a cheque. Cash receipt from the New Indian Insurance Company 
is the supporting voucher. 
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NEW INDIAN INSURANCE COMPANY 

Cannaught Place, New Delhi 

No. 348218 Dated: 8.4.85 

Received from M/s Cheap Silk Emporium, Karol Bagh,New 
Delhi, the sum of rupees one hundred only by cheque No. 53505 
dated 8.4.1985 drawn on State Bank of India, Karol Bagh, New 
Delhi on account of premium for fire insurance. 

Sd /- 

Agent/ Cashier_ 


VOUCHER No. 21 

C.B.F. No. 2 

Dale: 8.4.85 

Debit 

Rs. 

Cash 

1340/- 

Credit 

Sales A/c 

(Cash Sales vide cash 
memos. No. 004,005) 

1340 


Cash sales of Rs. 1340 have been recorded vide cash memos 0004 
and 0005 of 8.4.1985. Cash account will be debited and sales credited. 
Carbon copies of the relevant memos, are the supporting document. 


Cash Memo 

M/s CHEAP SILK EMPORIUM 


No. 0004 

Karol Bagh, New Delhi 

Date: 8.4.85 

6 metre 

Ladies suiting @ 70/- 



variety No. 901, spun. _ 

420 

3 metre 

T/C suiting @ 100/- 



variety No, 703 

300 



720 

E. & O.E, 


Sd/- 

’ Manager 
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No. 0005 

Cash Memo 

M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi-110 005 

Dated: 8.4.85 

6 metre 

T/C suiting @ 100 

600 


variety No. 703 


2 

Towels @ 10/- 

20 


medium size _ 




620 

E. & O.E. 


Manager 


VOUCHER No. 22 

C.B.F. No. 2 

Date: 9.4.85 

Debit 

Rs. 

Cash 


(vide cash receipt 

500 

Credit 


Gurbax Singh 

500 


Cash has been received from Mr. Gurbax Singh. Cash to be 
debited and Gurbax Singh credited. Carbon copy of the cash receipt 
issued will be the supporting voucher. 


Duplicate 

M/s CHEAP SILK EMPORIUM 

No. 001 Dated: 9.4.85 

Received with thanks from Mr. Gurbax Singh the sum of 
rupees five hundred only by cash on account of full payment against 
bill No. 0001 dated 7.4.85 

(M.R. Khanna) 
Prop. 

Revenue 

stamp ___—_—— 
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VOUCHES No. 23 

C.B.F. No. 2 


Date: 9.4.85 

Debit 

Rs. 

Charity A/c 
(vide cash receipt 

No. 38156) 

101/- 

Credit 


Cash 

101/- 


Charity of Rs. 101 has been given. Charity account is to be 
debited and cash credited. Receipt obtained from the payee will 
support the transaction. 


BIRLA MANDIR TRUST (REGD.) 

New Delhi 

No. 38156 Date: 9.4.85 

Received with thanks from M/s Cheap Silk Emporium, Karol 
Bagh, New Delhi, the sum of rupees one hundred and one in cash on 
account of donation for the building. 

Sd/- 

Secretary 


VOUCHER No. 24 

C.B.F. No. 2 

Date: 9.4.85 

Debit 

Rs. 

Entertainment A/c 


(vide cash memo No. 351) 

35/- 

Credit 


Cash 

35/- 


An expenditure of Rs. 35 has been incurred on tea etc. Cash 
memo from the tea stall supports the transaction. Entertainment or 
shop expenses will be debited and cash credited. 
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No. 351 

Cash Memo 

KAPOOR TEA STALL 

Karol Bagh, New Delhi 

(from 1.4.85 to 8.4.85) 

Date:'9.4.85 

20 cups of tea 


10.00 

10 campacola 


15.00 

5 packets of sweets 

10.00 



35.00 

E. &O.E. 


Sd/- 



Manager 


VOUCHER No. 25 

J.F. No. 2 

Date: 10.4.85 

Debit 

Rs. 

Dinanath 

1000/- 

Credit 


Sales A/c 

1000/- 

(vide bill No. 0002) 



Credit sales of Rs. 1000 have been effected to Dina Nath vide 
credit memo. No. 0002 of 10.4.1985. Dina Nath’s account has been 
debited and sales credited. 
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Credit Memo 

CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

No. 0002 Dated: 10.4.85 

Shri Dina Nath 

281, New Rajendra Nagar 

New Delhi 


2 Pieces woollen suiting 
pieces @ Rs. 500/- 
variety No. 607 

1000/- 

Rs. 1000/- 

E. & O.E. 

Sd/- 

Manager | 


VOUCHER No. 26 

J.F. No. 2 

Date: 10.4.85 

Debit 

Dhariwal Cloth House 
(payment made vide their 
cash receipt No. 68391) 

Rs. 

12,000/- 

Credit 

State Bank of India 

(cheque No. 53006 dated 10.4.85) 

12,000/- 


An amount of Rs. 12,000 has been paid to Dhariwal Cloth 
House by cheque. M/s Dhariwal Cloth House, will be debited and 
bank credited. Receipt from Dhariwal Cloth House supports the 
payment. 
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M/s DHARIWAL Cl OTB HOUSE 

Nai Sarak, Delhi 

No. 68391 Dated: 10.4.85 

Received with thanks from M/s Cheap Silk Emporium the sum 
of rupees Twelve Thousand only on account of part payment against 
bill No. 6210 dated 5.4.85 by cheque No. 53006 drawn on State Bank 
of India, Karol Bagh, New Delhi, dated 10.4.85 

Sd /- 
Manager 

Revenue 

Stamp 


VOUCHER No. 27 

J.F. No. 2 


Date: 10 4.85 

Debit 

Rs. 

Dhariwal Cloth House 

140/- 

Credit 


Returns Outwards A/c 

140/- 

(as per debit note 


No. 0001) 



Cloth worth Rs. 140/- has been returned to Dhariwal Cloth 
House and a debit note issued by us. Dhariwal Cloth House will be 
debited and Returns Outward Credited. The party receiving such 
goods will also issue a credit note of the same amount when they have 
received the goods. 
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Duplicate 

M/s CHEAP SILK EMPORIUM 
Karol Bagh, New Delhi 
Debit Note 

No. 001 Date: 10.4.85 

M/s Dhariwal Cloth House, 

Nai Sarak, Delhi 

4 Bedsheet@ 55/- 140/- 

140/- 


Sd/- 
Manager 


VOUCHER No. 28 

J.F. No. 2 


Dale: 11.4.85 

Debit 

Rs. 

Purchase A/c 
(vide credit voucher 

No. 36812) 

6500/- 

Credit 


Variety Silk Store 

6500 


Purchases have been made from Variety Silk Stores. Purchases 
will be debited and Variety Silk Stores credited. Invoice or Credit 
Memo received will be the supporting voucher. 
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Original 

Credit Memo 



VARIETY SILK STORE 



Chandam Chowk, Delhi 


No. 36812 


Date: 11,4.85 

M/s Cheap Silk Emporium, 

Karol Bagh, New Delhi 


10 Sarees Varity No. 120 
@300 

3000 

10 Sarees Variety No. 103 
@350 

3500 



6500 

E.&O.E. 


Sd/- 
Manager 


VOUCHER No. 29 

J.F. No. 2 


Date: 11.4.85 

Debit 

Rs. 

Variety Silk Store 

6500/- 

Credit 


Bills Payable (Being 
acceptance given for 

3 months) 

6500 

A bill of exchange for Rs. 6500/- has been given to Variety Silk 
Stores for Rs. 6500/ - Their account will be debited and Bills Payable 
credited. 
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BILL OF EXCHANGE 

New Delhi 

Date: 11.4.85 

Accepted 
Sd/- 

(M.R. Khanna) 

For Cheap Silk Emporium 
New Delhi. 

Revenue 

Stamp 

Three months after date pay to M/s Variety Silk Store, Chandani 
Chowk on order the sum of rupees six thousand and five hundred 
only, value received. 

Rs. 6,500/- For Variety Silk Store 

Sd/ 

Prop. 

To 

M/s Cheap Silk Emporium, 

Karol Bagh, New Delhi 


VOUCHER No. 30 

J.F. No. 2 

Date: 13.4.85 

Debit 

Rs. 

K.C. Mehra 

700/- 

Credit 

Sales A/c 

(vide Credit Voucher 

No. 0003) 

700 


Credit sale of Rs. 700 has been affected to Mr. K. C. Mehra vide 
credit memo No. 0003 of 13.5.1985. Carbon copy of the said credit 
memo, will be the supporting voucher. 
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M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

No. 0003 Date: 13.4.85 

Shri K.C, Mehra, 

10, West Patel Nagar, 

New Delhi. 


2 Sarees variety No. 102 
@ Rs. 350 1- 

700/- 

E. & O.E. 

Sd 1- 


Manager 

Sd/- 


Singature of 


the customer 



VOUCHER No. 31 

J.F. No. 2 

Date: 13.4.85 

Debit 

Rs. 

Bills Receivable A/c 
(Being the Acceptance 
received for two months) 

700/- 

Credit 

K.C. Mehra & Co. 

700 
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Date: 31.4.85 


BILLS OF EXCHANGE 

New Delhi 


Stamp 

Two months after date pay to Mjs Cheap Silk Emporium or 
order the sum of rupees seven hundred only, value received. 

Sdj- 

M.R. Khanna 
For Cheap Silk Emporium 


Rs. 700/- 


To 

Mr. K.C. Mehra 
10, West Patel Nagar 
New Delhi. 


VOUCHER No. 32 

J.F. No. 2 

Date: 15.4.85 

Debit 

Rs. 

State Bank of India 

680 

Discount A/c 

20 

Credit 

Bills Receivable A'/ c 
(Being the Bill 
discounted) 

700 


The bill of Rs. 700 received from Mr. Mehra has been dis¬ 
counted with the bank and they have charged Rs. 20 by way of 
commission. The amount has remained with the bank, Bank account 
has been debited by Rs. 680, discount debited by Rs. 20 and Bills 
Receivable credited by Rs. 700. 
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M/s CHEAP SILK EMPORIUM 
Karol Bagh, New Delhi 


Bill Receivable of Rs. 700/- 
Bank of India. 

Dated: 154,85 

discounted for Rs. 680/-fromState 

Sd/- 

M.R. Khanna 

For Cheap Silk Emporium 


- 

VOUCHER No. 33 

J.F. No. 2 

Date: 17.4.85 

Debit 

Rs. 

Returns Inward A/c 
(vide Debit Note 

No. 0034 from Dina Nath) 

500/- 

Credit 

Dina Nath 

500/- 


Goods have been sent back by Mr. Dina Nath. Returns Inwards 
account will be debited and Mr. Dina Nath will be credited. The 
party while returning the goods issues debit note and the receiving 
party, the credit note. The figures on the two notes tally. 


DINA NATH 

No. 0034 

Debit Note 

M/s Cheap Silk Emporium, 

Karol Bagh, New Delhi 

Dated: 17.4.85 

One piece woollen suiting 


@ Rs. 500/- 

500/- 


Rs. 500/- 


Sd/- 


Dina Nath 
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VOUCHER No. 34 

C.B.F. No. 2 

Date: 17.485 

Debit 

Rs. 

Cash 

300/- 

(Being the amount 


received on A/c 


vide R.No. 002 J 


Credit 


Dina Nath 

300/- 


Mr. Dina Nath has paid Rs. 300 and thus Cash Account has 
been debited and Dina Nath’s Account credited. The carbon copy of 
the cash receipt issued is supporting voucher. 


Duplicate 

M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

No. 002 Date: 17.4.85 

Received with thanks from Mr. Dina Nath a sum of Rupees 
three hundred only-in cash on account of part payment of their 
account. 

Sd / - 

M.R. Khanna 
Prop. 
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VOUCHER No. 35 
Date: 18.4.85 


J.F. No. 4 


Debit 


Drawings A/c 

120/- 

(Being one terry cot 


pant piece taken for 


personal use) 


Credit 

Purchases A/c 

120/- 


The owner of the business has taken away a terrvcot pant for 
personal use. This amounts to drawings. Drawings account will be 
debited and purchases be credited. It is understood that the goods 
taekn away by the proprietor are valued at cost and therefore 
impliedly the purchases made for business get reduced. 



CHEAP SILK EMPORIUM 
Karol, Bagh, New Delhi 

Personal Drawing 

Dated: 18.4.85 

Nature: 

One pant piece 
terrycot variety 702 


Amount: 

Rs. 120/- 

Sd 1- 

M.R. Khanna 
Prop. 
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VOUCHER No. 36 

Date: 18.4.85 


C.B.F. No. 2 

Debit 

Cash 

(vide cash memo 
No. 0006) 


2400/- 

Credit 

Sales A/c 


2400/- 

Cash sales are effected vide cash memo. No. 0006 of 18.4.85. 
Cash account will be debited and sales credited. Carbon copy of the 
cash memo, will support the transaction. 



Cash Memo. 

CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 


No. 0006 


Dated. 18.4.85 

6 Sarees 

Variety No. 109 

@ Rs. 400 

2400/- 



2400/- 

E. & O.E. 

Sd /- 
Manager 

Cheap Silk Emporium 
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VOUCHER No. 37 

Date: 20.4.85 

C.B.F. No. 2 

Debit 


Repairing A/c 

35/- 

(Being cash paid for 


the repairs of 


furniture) 


Credit 


Cash 

35/- 


/ 

Furniture is got repaired by paying Rs. 35/- in cash. Repair is 
business expense and therefore Repairs Account is debited and cash 
credited. Bill/Cash receipt obtained from the repairer will support 
the transaction. Sometimes where the repairer is a wage earner and 
he is not in a position to issue cash receipt etc. payment is made and 
the voucher is authenticated by the person getting the repair work 
done. 


CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi-5 

Dated: 20.4.85 


Cash Payment Voucher 

Nature of Expenditure: Repairs to furniture 

Amount: Rs. 35/- 

Sd/- 

M.R. Khanna 
Prop. 

T/I or Signature of the Repairer 
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VOUCHER No. 3§ 

Date: 21.4.85 

. C.B.F. No. 2 

Debit 


Ice Box 

210/- 

(Being ice box bought 


for cash vide cash 


receipt No.36213) 


Credit 


Cash 

210/- 


TEJ ICE BOX FACTORY 

Lajpat Nagar, New Delhi 

Cash Memo 

Dated: 21.4.85 

One Ice Box 


Size: 1’ x I!4'x l l A 

0 

Rs. 210/- 


210/- 

E. & O.E. 

Sd/- 


Manager 
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VOUCHER No. 39 

C.B.F. No. 2 

Date: 21.4.85 


Debit 


Cash 

60/- 

Bad Debts 
(Being the receipt 
of 30 paise in 
rupee on Dina Nath’s 
insolvancy R.No. 3) 

140/- 

Credit 


Dina Nath 

200/- 


Amount owed by Dina Nath has been partly received and the 
balance has become irrecoverable. Out of Rs. 200/ - he has paid only 
Rs. 60/- whereas the balance of Rs. 140/- has become a bad debt. 
Cash will be debited by Rs. 60, bad debts by Rs. 140/- and Dina 
Nath’s account will be credited by Rs. 200His account will be 
squared up this way. For the amount received a cash receipt will be 
issued and carbon copy of that receipt will be the supporting 
voucher. 


Duplicate 

CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi-5 

No. 003 Dated: 21.4.85 


Received with thanks from. (official receiver)/ Mr. Dina 

Nath a sum of rupees sixty only in cash on account of full and final 
payment of his account. 

He, being insolvent, a final dividend of 30 paise in a rupee has 
been received. 

Sd/- 

(M.R. Khanna) 
Prop. 

.. , Mamniu. r 
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VOUCHER No. 40 

Date: 23.4.85 

J.F. No. 4 

Debit 


Purchases A /9 

24,000/- 

(vide bill No. 36812) 


Credit 


Murarilal & Sons 

18,000/- 

State Bank of India 

6 , 000 /- 

(vide cash receipt No. 38121) 



Goods have been purchased for Rs. 24,000 from Murari Lai & 
Sons for Rs. 24,000. Out of this amount a cheque of Rs. 6,000 has 
been issued and the balance remains to be paid. We may debit 
purchases by Rs. 24,000 and credit Murari Lai & Sons A/c by 
Rs. 24,000/- each. The second entry could be passed for the amount 
paid by cheque by debiting Murari Lai & Sons Account and crediting 
Bank Account. There is no difference in effect and both treatments 
are correct. Cash receipt from Murari Lai & Sons will from the 
supporting voucher. For goods purchased we will have the hill issued 
by the seller. 

■ . . .. — - - -- _ 

MURARILAL & SONS 

Katra Neel, Chandni Chowk, Delhi 
Receipt No. 38121 Dated: 22.4.85 

Received with thanks from M/s Cheap Silk Emporium 
New Delhi a sum of rupees six thousand only by cheque No. 53007 on 
S.B.I. dated 22.4,85 on account of part payment of their account. 
Revenue 
Stamp 

- Sd/- 

Manager 

For Murari Lai & Sons 





CREDIT MEMO 

MURARI LAL & SONS 

Katra Neel Chandani Chowk Delhi 

No. 36812 

M/sCheap Silk Emporium 

Karol Bagh, New Delhi. 

Dated: 224.85 

200 Pant pieces variety 


No. 702 @ 120 

24,000/- 


24,000/- 

E. & O.E. 

Sd/- 

Manager 



VOUCHER No. 41 

Dated: 23.4.85 

J.F.No.4 1 

Debit 

Swadeshi Co-operation Society 

13,000/- 

(As per credit Memo No, 0004) 


Credit 

Sales A/c 

13,000/- 


We have sold goods on credit to Swadeshi Co-operative Stores 
for Rs. 13,000/- vide credit memo. No. 0004 of 23.4.1985. The 
account of Swadeshi Co-operative Stores will be debited and sales 
credited. The carbon copy of the bill issued will be the supporting 
voucher. 
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CREDIT MEMO 

CHEAP SILK EMPORIUM 
Karol Bagh, New Delhi 

No. 0004 

M/s Swadeshi Cooperative Society, Delhi Cantt. 

23.4.85 

100 Pant pcs. variety No. 702 

Rs. 

@ Rs. 130/- 

13,000/- 


13,000/- 

E. & O.E. 

Sd/- 


Manager 


V0UCHI1N®. 42 J.F.No.4 

Dated: 23.4.85 


Debit 

Bills Receivable A/c 13,000/- 

(Being Acceptance Received 
for 3 months) 


Credit 

Swadeshi Co-operative 13,000/- 

Society 


We have received a bill of exchange of Rs. 13,000 from Swadeshi 
Co-operative Society. Bill Receivable Account will be debited and 
Swadeshi Co-operative Society will be credited. 
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Stamp 


BILL OF EXCHANGE 

Accepted Secretary Swadeshi Co.op. Society 
Delhi Cantt. 


23.4.85 


Three months after date pay to M/s Cheap Silk Emporium, 
New Delhi or order, the sum of Rupees Thirteen Thousand only, 
value received 


Rs. 13,000/- 


To 


Sd/- 

M.R. Khanna 
Cheap Silk Emporium 


M/s Swadeshi Co-operative Society 
Delhi Cantt. 


VOUCHER No. 43 

Dated: 24.4.85 

C.B.F. No. 2 

Debit 


Entertainment A/c. 

86 /- 

Credit 


Cash 

8 61- 

(vide cash memo No. 402) 



Expenditure of Rs. 86 has been incurred on tea, coffee and 
snacks. Based on the cash memo received from Kapoor Tea Stall, a 
voucher will be prepared and entertainement expenses account will 
be debited and cash account credited. 





KAPOOR TEA STALL 

Karol Bagh, New Delhi 

No. 402 

(from 9.4.85 to 23.4.85) 

Dated: 24.4.85 

22 Cups of Tea 

11.00 

30 Camp a Cola 

45.00 

Snacks 

30.00 


86.00 

E. & O.E. 

Sd/- 


Manager 

VOUCHER No. 44 

J.F, No. 5 

Dated: 25.4.85 


Debit 


Loss by theft A/c 

120 /- 

Credit 


Purchases A/c 

120 /- 




A p ant piece has been stolen and a loss has occurred in business. 
Loss by theft account will be debited and purchases credited. The 
supporting voucher will be prepared and signed by the person who 
has noticed it. In this case he is the proprietor himself. 

CHEAP 'SILK EMPORIUM 

Karol Bagh, New Delhi 

Dated: 25.4.85 

Goods Lost Note 

Nature: Pant Piece variety No. 702 








VOUCHER No. 45 

Dated: 27.4.85 

C.B.F. No. 2 

Debit 


Cash 

3,200/- 

(vide cash memo No. 0007) 


Credit 


Sales A/c 

3,200/- 


Cash sales of Rs. 3,200 have been affected vide cash memo. 
No. 0007 of 27.4.1982. Carbon copy of the cash memo, will be the 
basis of this entry. Cash is debited and sales credited. 


Cash Memo 

CHEAP SILK EMPORIUM 
Karol Bagh, New Delhi 


No. 0007 

Dated: 27.4.85 

80 bed sheet @40/- 

3,200/- 


3,200 

E. & O.E. 

Sd/- 

L- 

Manager 
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VOUCHER No. 46 
Dated: 28.4,85 


C.B.F, No. 


Debit 


Electric Charges A/c 

50/ 

(Being electrictity 


charges paid in cash) 


Credit 


Cash 

50/- 


Electricity expenses paid in cash Rs. 50/-. The expenditure 
concerned will be debited and cash credited. Cash receipt obtained 
from Delhi Electricity Supply Undertaking will be the supporting 
voucher also accompanied by the bill issued by Delhi Electric Supply 
Undertaking. 


CHEAP SILK EMPORIUM ! 


Karol Bagh, New Delhi 


Cash Payment Voucher 

Nature of expense: 

Electricity charges for the month of 
April, 1982 

Amount: 

Rs. 50/- 

Supported also by the bill issued by the Delhi Electricity Supply 

Undertaking. 

Sd/- 


M.R. Khanna 


Prop. 
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VOUCHER No. 47 
Dated: 30.4.85 


C.B.F. No. 2 


Debit 


Salaries A/c 

500/- 

Credit 


Cash 

500/- 


Salaries amounting to Rs. 500 have been paid in cash. Salaries 
account will be debited and cash credited. Cash receipt duly signed 
and stamped will be the supporting voucher. 


CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

t 

Dated: 30.4.85 \ 


Cash Payment Voucher 

Nature of expenses: 

Salaries to the saleman 

Amount: 

Rs. 500/- 

Revenue 

Stamp 

Signature of the 
Receiver 

Payment 

verified 


Sd/- 

(M.R. Khanna) 
Prop. 
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VOUCHER No. 48 

J.F. No.: 

Dated: 30.4.85 


Debit 


Rent A/c 

200 /- 


Credit 

State Bank of India 200/- 

(Being made by 

cheque No. 53008 dated 30.4.85) 

Rent has been paid by way of a cheque. We will debit rent 
account and credit bank account. Rent receipt obtained from the 
landlord will be the supporting voucher. 

Original 

Rent Receipt 

Dated: 30.4,85 

Received with thanks from M/s Cheap Silk Emporium 
New Delhi a sum of rupees two hundred only by cheque No. 53008 on 
S.B.I. dated 30.4.85 on account of rent for April, 1985. 


Revenue Sd/- 

Stamp Landlord 


VOUCHER No. 49 

Dated: 30.4.85 

C.B.F. No. 2 

Debit 


Wages A/c 

15/- 

Credit t 


Cash 

15/- 

(Being wages paid on cash) 



Wages have been paid to sweeper, watchman etc. Wages 
account will be debited and cash credited. A receipt will either be 
obtained from the sweeper etc. or the payment will be authenticated 
by the owner in this case. 


60 




CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 


Dated: 30.4,85 

Cash Payment Voucher 

Nature of Expenses: Wages for sweeper and watchman 

Amount: Rs. 15/- 

Payment verfied. 


Sd/- 

M.R. Khanna 
Prop. 


VOUCHER No. 50 

Dated: 30.4.85 

J.F. No. 5 

Debit 


Bills Payable A/c 

6500/- 

Credit 


State Bank of India 

6380/- 

Rebate A/c 
(Being the bill retired 
which was due on 14th 

July, 1982) 

120 /- 


Bill payable has been retired earlier. In the process of early 
payment the firm has earned a rebate of Rs. 120/- which is a gain to 
the business. Bills payable account will be debited by Rs. 6500/ -being 
the amount of the bill payable. Bank will be credited by Rs. 6380/- 
and rebate by Rs. 120/- 

CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi 

Dated: 30.4.85 

One Bill Payable for Rs. 6500 / - (M/ s Variety Silk Store) due on 
14th July, 1982 retired on a rebate of Rs, 120/- 


Sd/- 

M.R. Khanna 
Prop. 
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VOUCHER No. 51 

C.B.F. No. 2 

Dated: 30.4.85 


Debit 


Drawing A/ c 

300/- 

Credit 


Cash 

300/- 

(Withdrew cash for 


personal use) 



An amount Rs. 300/- has been withdrawn by the owner for 
personal use. Drawing account will therefore be debited and cash 
credited by Rs. 300/- 


CHEAP SILK EMPORIUM 



Karol Bagh, New Delhi 

Dated: 30.4.85 


Personal Drawing 


Nature: 

Cash drawn 


Amount: 

Rs. 300/- 

Sd/- 



M.R. Khanna 



Prop. 


TRANSFER VOUCHER No. 52 

J.F. No. 5 

Dated: 30.4.85 


Debit 


Sates A/c 

500/- 

(Being Return Inward 


a/c transferred) 


Credit 


Return Inward, A/c 

500/- 


Returns Inward Account has been closed and its balance 
transferred to Sales Account. This has been given effect to by 
Accounting Voucher No. 52 

62 





TRANSFER VOUCHER No. 53 

Dated: 30.4.85 

J.F. No. 5 

Debit 


Capital A/c 

(Being Drawings A/ c 

transferred to Capital A/c 

420/- 

Credit 


Drawing A/c 

420/- 


Drawings A/c has been closed by transferring its balance to 
Capital A/c by transfer voucher No. 53 


TRANSFER VOUCHER No. 54 

J.F. No. 6 

Dated: 30.4.85 


Debit 

Returns Outwards, A/c 
(Being the returns 
transferred to Purchases 

Account) 

140/- 

Credit 

Purchases A/c 

140/- 


Returns Outward A/ c has been closed by tranferring its balance 
to Purchase A/c 


TRANSFER VOUCHER No. 55 

J.F. No. 6 

Dated: 30.4.85 


Debit 


Sales A/c 

24087/- 

Rebate A/c 

120 /- 

Credit 


Trading and Profit & 


Loss A / c 

24207/- 


Sales A/c and Rebate A/c (both credit balances) have been 
transferred to Trading and Profit & Loss A/c in order to ascertain 
the gorss profit and net profit, respectively. 
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TRANSFER VOUCHER No. 56 

J.F. No. 6 

Dated: 30.4.85 


Debit 


Trading and Profit & Loss A/ c 

58819.50 

(Being the transfer of Nominal 


Accounts to Trading and Profit 


& Loss Account) 


Credit 


Stock A/c 

5600.00 

Establishment A/c 

451.00 

Advertisement A/c 

295.00 

Printing A/c 

160.00 

Purchases A/c 

50464.50 

Stationery A/c 

297.00 

* Postage A/c 

150.00 

Insurance A/c 

100.00 

Charity A/c 

101.00 

Discount A/c 

20.00 

Repairs A/c 

35.00 

Bad Debts A/c 

140.00 

Entertainment A/c 

121.00 

Loss by Theft A/c 

120.00 

Electric Charges A/c 

50.00 

Salaries A/c 

500.00 

Rent A/ c 

200.00 

Wages A/c 

15.00 


1 _ 

Debit Balance of all the Expenses viz., Establishment Expenses 
A/c, Advertisement A/c, Printing A/c etc. have been transferred to 
Trading and Profit and Loss A/c to ascertain the Net Profit for the 
period. 
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1985 1985 

April 1 la To Capital A/c 1 50000/- April 1 2 By Bank A/c 8 45000/- 



As is noticed that Cash A/c contains the largest number of transactions, it replaced by an independent Cash Book comprising all the cash 
transactions. 





(Cash Book) 


Cr. 


Date 

V No 

Particulars 

L.F. 

Amount 

Rs. 

1985 

April 1 

2 

By Bank A/c 

8 

45000/- 

2 

6 

By Fixtures A/c 

3 

6900/- 

3 

7 

By Fixtures A/c 

3 

25/- 

4 

9 

By Advertisement A/c 

12 

225/- 


10 

By Advertisement A/c 

12 

70/- 


11 

By Printing A/c 

13 

160/- 

5 

12 

By Establishment A/c 

11 

201/- 

6 

15 

By Stationery A/c 

17 

217/- 


17 

By Postage A/c 

19 

150/- 

9 

23 

By Charity A/c 

22 

101/- 


24 

By Entertainment A/c 

23 

35/- 

20 

37 

By Repairs A/c 

33 

35/- 

21 

38 

By Ice Box A/c 

34 

240/- 

24 

43 

By Entertainment A/c 

23 

86/- 

28 

46 

By Electric Charges A/c 

39 

50/- 

30 

40 

By Salaries A/c 

47 

500/- 


49 

By Wages A/c 

42 

15/- 


51 

By Drawings A/c 

32 

300/- 



By Balance c/d 


11,887/- 


66247 


Note: As is noticed that Cash A/c contains the largest number of transactions, it is 
replaced by an independent Cash Book comprising all the cash transactions. 
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Journals of M/s Cheap Silk Emporium 


Date 

V. 

Particulars 

L.F. 

Debit 

Credit 


No. 



Rs. 

Rs. 

1 

2 

3 

4 

5 

6 

1985 

April 1 

1 b 

Furniture A/c .Dr. 

3 

3,000 




Fans A/c.Dr. 

Weighing Machine 

4 

1,500 




A/c.Dr. 

Weights & Measures 

5 

100 




A/c.Dr. 

6 

100 




Stock.Dr. 

7 

5,600 




To capital A/c 
(Being the assets brought 
into the business) 

1 

10,300 



April l 

3 

State Bank of India...Dr, 

To Mrs. Sheila Khanna's 

8 

10,000 




Loan A/c 

(Being the amount of loan 
received from Mrs. Sheila 
Khanna deposited into the 
Bank) 

9 


10,000 

Apiil 1 

4 

Advance Rent A/c...Dr. 

10 

2,000 




To State Bank of India 
(Being the rent paid m 
advance through cheque) 

8 


2,000 

April 4 

8 

Establishment Exp. 

A/c...Dr. 

11 

250 




To State Bank oflndia 
(Being registration fee paid 
to Muncipal Corporation, 
Delhi) 

8 


250 

April 5 

14 

Purchases A/c.Dr. 

16 

20,344.50 




To Dhariwal Cloth House 
(Being Cloth purchased as 
per bill No. 63210) 

15 


20,344,50 

April 6 

16 

Iron Safe A/c.Dr. 

18 

1,050 




To State Bank of India 

8 


1,050 


(Being an Iron safe 
purchased) 
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20 

14 


500 


500 


April 7 


April 8 


19 Gurbax Singh.Dr. 

To Sales A/c 
(Being Cloth sold vide 
Invoice No. 001) 


20 Insurance A/c.Dr. 21 

To State Bank of India 8 
(Being receipt of Insurance 
policy against Business 
Premises) 


April 10 25 Dina Nath.Dr. 24 

To Sales A/c 14 


(Being two pieces of 
Woollen suiting sold 
on credit) 

April 10 26 Dhariwal Cloth House..Dr. 15 

To State Bank of India 8 
(Being cheque given as 
part payment) 

April 10 27 Dhariwal Cloth House..Dr. 15 

To Returns Outwards A/c 25 
(Being cloth returned) 

April 11 28 Purchases A/c.Dr. 16 

To Variety Silk Store 26 

(Being Sarees Purchased 
on Credit) 

April 11 29 Variety Silk Store.Dr, 26 

To Bills Payable A/c 27 

(Being Acceptance given 
for 3 months) 

April 13 30 K.L. Mehra.Dr. 28 

To Sales A/c 14 

(Being sarees sold on credit) 


100 

1,000 

12,000 

140 

6,500 

6,500 

700 


100 

1,000 

12,000 

140 

6,500 

6,500 

700 


April 13 31 Bills Receivable A/C.Dr. 29 700 

To K.C. Mehra & Co. 28 700 

(Being acceptance received 
for two months) 


68 















Date 

V. 

Particulars 

L.F. 

Debit 

Credit 


No. 



Rs. 

Rs. 

April 15 

32 

State Bank ofIndia..,Dr. 

8 

680 




Discount A/c.Dr. 

Tn Bills Receivable a/c 
(Being the Bill discounted 

30 

20 

700 



with the Bank) 




April 17 

33 

Returns Inwards A/c....Dr. 

31 

500 




To Dina Nath 

(Being the goods returned 

by Dina Nath) 

24 


500 

April 18 

35 

Drawing A/c.Dr. 

32 

120 




To Purchase A/c 
(Being a pant piece taken 

16 


120 



for private use) 




April 18 


Bad Debts A/c.Dr. 

To Dina Nath 


140 

140 



(Being part payment 
received on insolvency) 




April 23 

40 

Purchases A/c.Dr. 

16 

24,000 




To Murari Lai & Sons 

36 


18,000 



To State Bank of India 
(Being part of the Purchases 
on credit basis and part 
through cheques) 

8 


6,000 

April 23 

41 

Swadeshi Co-operative 
Society.Dr. 

37 

13,000 




To Sales A/c 

(Being 100 part pieces sold 
on credit) 

14 


13,000 

April 23 

42 

Bills Receivable A/c.Dr. 

To Swadeshi Co-operative 

29 

13,000 

' 



Society 

(Being acceptance received 
for three months) 

37 


13,000 

April 25 

44 

Loss by theft A/c.Dr. 

38 

120 




To Purchase A/c 
(Being a pant piece stolen) 

16 


120 

April 30 

48 

Rent A/c.Dr. 

41 

200 




To State Bank of India 

8 


200 


(Being the payment of Rent 
made by cheque) 
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April 30 

50 Bills Payable A/c.Dr. 

27 

6,500 



To State Bank of India 

8 


6,380 


To Rebate A/c 
(Being amount of the bill 
paid before maturity and 
rebate allowed for early 
Payment) 

43 


120 

April 30 

52 Sales A/c.Dr. 

14 

500 



To Returns Inwards A/c 
(Being cloth returned) 

31 


500 

April 30 

53 Capital A/c.Dr. 

I 

420 



To Drawings A/c 
(Being Drawing A/c closed 
by transferring its balance 
to Capital A/c) 

32 


420 

April 30 

54 Returns outwards A/c..Dr. 

25 

140 



To purchases A/c 
(Being Returns outwards 

A/c closed by transferring 
its balance to Purchases 

A/c) 

16 


140 

April 30 

55 Sales A/c.Dr. 

14 

24,087 



Rebate A/c.Dr. 

To Trading and Profit 

43 

120 



and Loss A/c 

(Being Sales A/ c and Rebate 

44 

24,207 



A/c closed by transferring 
the balances to Trading & 
Profit & Loss A/c) 




April 30 

56 Trading and Profit & Loss 





A/c Dr. 

44 

58,819.50 



To Stock A/c 

7 


5600.00 


To Establishment A/c 

11 


451.00 


To Advertisement A/c 

12 


245.00 


To Printing A/c 

13 


160.00 


To Purchases A/c 

16 


50464.50 


To Stationary A/c 

17 


297.00 


To Postage A/c 

19 


150.00 


To Insurance A/c 

21 


100.00 


To Charity A/c 

22 


101.00 


To Discount A/c 

30 


20.00 


To Repairs A/c 

33 


35.00 


To Bad Debts A/c 

35 


140.00 


To Entertainment A/c 

23 


121.00 
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To Loss by Theft A/c 38 120 00 

To Electric charges A/c 39 50.00 

To Salaries A/c 40 500 00 

To Rent A/c 41 200.00 

To Wages A/c 42 15.00 

(Being debil balances of all 
the expensis A/c transferred 
to Trading and Profit & 

Loss A/ c) 


April 30 30 Rebate A/c.Dr. 43 120 

To Trading & Profit and 

Loss A/c 44 120 

(Being rebate allowed for 
early payment) 


71 






Ledger of M/s Cheap Silk Emporium 

Capital A/c (Page No. 1) 











Fixture and Furniture A/c (Page 3) 



To balance b/d 1500 
































Weighing Machine A/c (Page 5) 





Date V. No. Particulars F Amount Date V.No. Particulars F Amount 















State Bank of India A/c (Page 8) 



To Balance b/c 21,700 










M/s Sheila Khanna (Page 9) 



To Balance b/c 
















































Purchase A/c (Page 16) 
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Iron Safe A/e (Page 18) 



P&LA/c 



































April I To Cash 


Entertainment A/c (Page 23) 



Bad debts A/c 




























Returns Outwards A/c (Page 25 ) 






































Bills Payable A/c (Page 27) 



By B/R A/c 










Bills Receivable A/c (Page 29) 



ToB/RA/c 3 _20 30 56 By Trading an< 









Return Inwards A/c (Page 31) 



Cash A/c 
































Repairs A/c (Page 33) 





























Bad Debts A/c (Page 35) 



Swadeshi Cooperative Store (Page 37) 
























Electric Charges A/c (Page 39) 



.radingan< 
P&L A/c 























M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi-5 
Stock Inventory (April 30, 1985) 


s:No. 

Name of Article 

No. of 
Articles 

Rate 

Rs 

Amount 

Rs. 

l, 

Silk Sarees 101 

12 

400 

4,800 

2. 

Cotton Sarees 136 

4 

♦ 

1,450 

3. 

Long Cloth 405 

70 mtrs. 

3 per mtr. 

@ Rs. 100 for 4 
@Rs. 105 for 10 
210 

•4. 

Woolen Suiting 607 

4 pcs. 

400 

1,600 

5. 

Terrycot Pant 
pieces 702 

104 

120 

12,480 

6. 

Bed Sheets 801 

13 

35 

455 

7 

Towels 

42 

8 

336 

8. 

(Medium) 

Terrycot Suiting 703 

51 mtrs. 

80 

4,080 

9. 

Ladies Suiting Spun 901 

94 „ 

60 

5,640 

10. 

Saree 102 

8 

300 

2,400 

11. 

Saree 103 

4 

350 

1,400 


Total 



34,851 


Alternative Treatment 

A separate accounting voucher may be prepared for the inven¬ 
tory, debiting Stock A/c and crediting the Purchases A/c.'In that 
case the adjusted figure of purchases would finally appear in Trial 
Balance and the closing Stock will also appear on the debit side of 
Trial Balance. While preparing Final Accounts Closing Stock will 
not appear in the Trading A/ c. However, it will be shown as an Asset 
in Balance Sheet. 
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M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Deihi-5 

Trial Balance for the month ending 30th April, 1985 


S.No 

Name of Account 

■ 

Debit 

Amount 

Rs 

Credit 

Amount 

Rs. 

1 . 

Capital Account 

i 

— 

59,88000 

2. 

Cash in hand 

2 

11,887.00 

— 

3. 

Fixtures & Furniture A/c 

3 

9,925.00 

— 

4 

Fans Account 

4 

1,500.00 

— 

5. 

Weighing Machine Account 

5 

100.00 

— 

6. 

Weights and Measures A/c 

6 

100.00 

— 

7. 

Stock A/c 

7 

5,600.00 

— 

8 

State Bank of India 

3 

21,700.00 

— 

9. 

Mrs. Shiela Khanna 

9 

— 

10,000,00 

10. 

Advance Rent A/c 

10 

2,000.00 

— 

11. 

Establishment Expenses A/c 

11 

451.00 

— 

12. 

Advertisement A/c 

12 

295.00 

— 

13. 

Printing A/c 

13 

160.00 

— 

14. 

Sales A/c' 

14 

— 

24,087.00 

15. 

Dhariwal Cloth House 

15 

— ! 

8,204.50 

16. 

Purchases A/c 

16 

50,464.50 

— 

17. 

Stationery A/ c 

17 

297.00 

— 

18. 

Iron Safe A/c 

18 

1,050.00 

— 

19. 

Postage A/c 

19 

150.00 

— 

20. 

Insurance A/c 

21 

100.00 

— 

21. 

Charity A/c 

22 

101.00 

— 

22. 

Entertainment A/c 

23 

121.00 

— 

23. 

Bills Receivable A/c 

29 

13,000.00 

— 

24. 

Discount A/c 

30 

20.00 

— 

25. 

Repairs A/c 

33 

35.00 

— 

26. 

Ice Box Account 

34 

210.00 

— 

27. 

Bad debts A/c 

35 

140.00 

— 

28. 

Murari Lai & Sons A/c 

36 

— 

18,000.00 

29. 

Loss by Theft A/c 

38 

120.00 

— 

30. 

Electric Charges A/c 

39 

50.00 

— 

31. 

Salaries A/c 

40 

500.00 

— 

32. 

Rent A/c 

41 

200.00 

— 

33. 

Wages A/c 

42 

15.00 

— 

34. 

Rebate A/c 

1 

43 

— 

120.00 




1,20,291.50 

1,20,291.50 


Stock as on 30th April, 1985 Rs. 34,851.00 
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M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi-5 

Trading and Profit & Loss Account for the month ending 
30th April, 1985 


Particulars 

Pj3| 

Amount 

Particulars 


Amount 


HI 

Rs P. 


mm 

Rs. P. 

To Opening Stock 

7 

5,600.00 

By Sales A/c 

14 

24,087.00 

„ Purchases A/c 

16 

50,464.50 

„ Closing Stock 
A/c 

7 

34,851.00 

„ Wages A/c 

42 

15.00 




„ Gross Profit c/d 


2,858.50 






58,938.00 



58,938.00 

To Establishment 

11 

45100 

By Gross Profit 


2,858 50 

„ Expenses A/c 
Advertisement 

12 

295.00 

„ Rebate A/c 


120.00 

A/c 

„ Printing A/c 

13 

160.00 




„ Stationery A/c 

17 

297.00 




„ Postage A/c 

19 

150.00 




„ Insurance A/c 

21 

100.00 




„ Charity A/c 

22 

101.00 




„ Entertainment 

23 

121 00 




Exp. 

„ Discount A/c 

30 

20.00 




„ Repairs A/c 

33 

35.00 




„ Bad debts A/c 

35 

140.00 




„ Loss by Theft A/c 

38 

120.00 




„ Electric Charges 

39 

50.00 




„ Salaries A/c 

40 

500.00 




„ Rent A/c 

Net Profit 

' 41 

200.00 




transferred to 
Capital A/c 


238.50 






2,978.00 



2,978.00 
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M/s CHEAP SILK EMPORIUM 

Karol Bagh, New Delhi-5 

Balance Sheet as on 30th April, 1985 


Liability 

Amount 
Rs. P 

Assert 

Amount 
Rs. P, 

Creditors: 


Cash in hand 

11,887.00 

Dhariwal Cloth 


State Bank of India 

21,700.00 

House 8,204.50 


Bills Receivable A/c 

13,000.00 

Murari Lai 


Closing Stock A/c 

34,851.00 

& Sons 18,000.00 

26,204.50 

Advance Rent A/c 

2,000.00 

Creditors for Loan 


Fixtures & Furniture 

9,925.00 



A/c 


(Mrs. Shiela Khanna) 

10,000.00 

Fans A/c 

1,500.00 

Capital A/c 59880.00 


Weighing Machine A/c 

100.00 

Add Net Profit 238.50 

60,118.50 

Weights & Measures A/c 

100 00 



Iron Safe A/c 

1,050.00 



Ice Box A/c 

210.00 


96,323.00 


. 96,323 00 
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UNIT-3 

Accounts of Partnership 


(This unit contains the operation of Capital accounts of partners, 
admission of partners, retirement/ Death of partners and dissolution 
of partnership firm.) 

Operation of Capital Accounts of Partners 

Introduction 

It is to be emphasised to the students that the partnership form 
of business organisation is furtherance of a Sole Trading Organisa¬ 
tion. In partnership, two or more than two persons join hands to run 
a business with a view to earn profits and share the same in an agreed 
proportion. Thus, the basic principles of Accountancy and the sys¬ 
tem to be followed in maintaining the accounts are more or less the 
same as adopted in case of a Sole Trader. Only certain advance 
treatment is necessitated in the maintenance of Capital Accounts, 
Adjustments to be made in the Capital Accounts at the close of the 
financial year, at the time of (i) admission of a partner, (ii) 
retirement or death of a partner and (iii) dissolution of a partner¬ 
ship concern. These special aspects which need a special treatment 
have been dealt with hereunder. It may to emphasised to students 
that in addition to the preparation of vouchers (in case of a sole 
trader) already dealt with earlier, vouchers pertaining to the above 
said special features have only been projected and explained in this 
unit. 

OPERATION OF PARTNERS’ CAPITAL ACCOUNTS IN A 
PARTNERSHIP CONCERN 

Partners’ capital accounts are maintained in two different ways. 
Firstly, all adjustments in capital accounts like interest on capital, 
salary to partners, commission to partners, profits and losses, draw¬ 
ings of partners, interest ondrawings can be made in partners capital 
accounts. In view of these, the capital account will fluctuate from 



year to year. This method is called Fluctuating capital accounts, of 
partners. When partners’ capitals are not allowed to fluctuate from 
year to year, the above adjustments required to be made on capital 
accounts are to be made in a seperate account termed as partners’ 
Current Accounts. Thus the partner’s capital accounts remain fixed 
while the current accounts in which all adjustments are made con¬ 
tinue to fluctuate. This method is called ‘fixed’ capital accounts of the 
partners. Whether partners’capital accounts are to be maintained on 
‘Fixed’ or on fluctuating basis, may be decided and reflected 
in the partnership deed, 

The maintenance of capital accounts of the partners is explained 
here through a set of vouchers. The vouchers would lead to the 
preparation of ledgers. To facilitate, an example of the partnership 
firm namely M/s Ramkumar & Brothers, New Delhi is taken. 

M/s Ram Kumar & Brothers, New Delhi, deals in Textiles. 
Mr. Ram Kumar and Mr. Sharad Kumar are partners of the firm. 
The financial status of the firm as on 1.1.1984 is shown here. 


M/s Ram Kumar & Brothers 

New Delhi 

Balance Sheet as on 31.12.1983 


Liabilities 

Rs 

Osiers 

Rs. 

Sundry creditois 

20,000 

Cash in hand 

10,000 

Bills payable 

50,000 

Cash at Bank 

20,000 

Bank Loan 

10,000 

Stock in Trade 

10,000 

Ram Kumar’s 

50,000 

Sundry debtors 


Capital A/c 


Bills recoverable 

m 

Sharad Kumar’s 

50,000 

Furniture 

10,000 

Capital A/c 


Land & Building 

1,20,000 


1,80,000 


1,80,000 






As per the partnership deed, partners are entitled for an interest 
on capital @5% per annum, they are charged interest on drawings @ 
12% per annum. Sharad Kumar is entitled for a salary of Rs. 1,200 
per annum Ram Kumar is entitled to as commission of Rs. 1,000 per 
annum. During the above financial period, Sharad Kumar withdrew 
Rs. 4,000 and Ram Kumar withdrew Rs. 6,000 in four quarterly 
instalments, first instalment being drawn on 1st January. 

(When capital accounts are fluctuating 

99 
















Vouchers 1 (a) 

M/s RAM KUMAR & BROTHERS 


New Delhi-1 

VOUCHER FOR PARTNER’S SALALRY 

Date; 

Debit 

Rs, 

Partners’ Salary A/c 

1,200 

Credit 

Rs. 

Sharad Kumar’s Capital A/c 
(Being salary credited to Shri 

Sharad Kumar, Partner for the year 1984 

as per Para-of the Partnership 

Deed) 

1,200 

Accountant 

Manager Partner 

(When capital accounts are fixed) 

Voucher No. 1(b) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

VOUCHER FOR PARTNER’S SALARY 

Date: 

Debit 

Rs. 

Partners’ Salary A/c 

1,200 

Credit 

Rs. 

Sharad Kumar’s Current A/c 

Being Salary credited to Shri 

Sharad Kumar, partner for the year 1984 

as per Para-of the Partnership 

Deed) 

1,200 

Accountant 

Manager Partner 
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Operation of Capital Accounts 
Salary to the Partner 
Voucher 1. 

As will be seen from the Partnership Deed Mr. Sharad Kumar is 
entilted to a salary of Rs. 1,200/- per annum presuming that the 
partner Shri Sharad Kumar does not withdraw the salary and that 
the amount of salary accruing to him is being credited to his account, 
the student should be told that as an accountant he will prepare 
Accounting Voucher No. 1(a) at the end of the year in case Capital 
Accounts are maintained on Fluctuaing Method. In this voucher 1(a) 
he should debit Partner’s Salary Account with Rs. 1,200, represent¬ 
ing the salary due for the year and give a corresponding credit to the 
concerned Partners’ Capital Accounts. 

In case the Capital Accounts are maintained on a Fixed Method, 
the student will prepare Accounting Voucher No. 1 (b). In this he will 
debit Partner’s Salary Account and the corresponding credit will be 
given to the Current Account of the Partner. 


When Capital accounts are fluctuating 


VOUCHER 2(a) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

VOUCHER FOR CHARGING INTEREST ON 
DRAWINGS 

Dated: 

Debit 

Rs. 

Ram Kumar’s Drawings Account 

360 

Sharad Kumar’s Drawings A/c 

240 

Credit 

Rs. 

Interest oil Drawings Account 
(Being interest charged on drawing made 
by the partners during the year @ 12% 
for six months on an average basis.) 

600.00 

Accountant Manager Partner 


When Capital accounts are fixed 
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VOUCHER 2 (b) 


M/s RAM KUMAR & BROTHERS 


New Delhi 

Dated: 

VOUCHER FOR CHARGING INTEREST ON DRAWINGS 

Debit 

Rs. 

Ram Kumar’s Current Account 

360 

Sharad Kumar’s Current Account 

240 

Credit 

Rs. 

Interest on Drawings Account 
(Being interest charged on drawing made 
by the partners during the year @ 12% 
for six months) 

600.00 

Accountant Manager Partner 


Interest on Drawings 

Voucher 2 


As per provisions of the Partnership Deed Partners are charged 
interest on Drawings @ 12%. Shri Ram Kumar and Shri Sharad 
Kumar have withdrawn Rs. 6,000/- and Rs. 4,000/- respectively 
during the year Needless to mention that as and when the amount 
was withdrawn by partners their drawings Accounts, in case of 
Fluctuating Capital Method and Current Accounts in case of Fixed 
Capital Method would have been debited and the Bank Account 
would have been credited. 

At the end of the year, the interest on drawing will be calculated 
on the basis of the period covered by each drawing from the date of 
drawal of the amount to the close of the financial year. However, in 
the present case interest may be calculated for six months since the 
drawals have been made evenly in four quarterly instalments during 
the year. Thus, it may be impressed upon the students that working 
on the above basis, the interest on Drawings in case of Shri Ram 
Kumar Comes to Rs. 360/-and that of Shri Sharad Kumar amounts 
to Rs. 240/- 

The student will now prepare Accounting Voucher No. 2(a) in 
case Capital Accounts are maintained on a fluctuating basis. The 


AA 




Accounting Voucher No. 2(a) will ind ..ate that Drawing Account of 
Shri Ram Kumar has been debited with Rs. 360/- and that of Shri 
Sharad Kumar with Rs. 240/ - being the amounts of interest charged 
on their respective drawings, and a corresponding credit is given to 
interest on Drawings Accounts with Rs. 600/ - which is an income of 
the firm and will ultimately be transferred to the credit of Profit & 
Loss Account. 

In case the Capital Accounts are maintained on Fixed Capital 
Method, the student should be told that he will prepare Accounting 
Voucher No. 2(b) which will indicate that Rs. 360/- and Rs. 240/- 
have been debited to Shri Ram Kumar’s Current Account and Shri 
Sharad Kumar’s Current Account respectively, corresponding credit 
being given to Interest on Drawings Account. 


VOUCHER 3(a) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

VOUCHER FOR TRANSFERRING DRAWINGS ACCOUNTS 


Debit 

Ram Kumar’s Capital Account 

Sharad Kumar’s Capital Account 

Rs. 

6,360 

4,240 

Credit 

Rs. 

Ram Kumar’s Drawings Account 

6,360 

Sharad Kumar’s Drawings Account 

4,240 

(Being closing of Drawings Accounts of 


the partners) 



Accountant 


Manager Partner 





When Capital accounts are fixed 


VOUCHER 3(b) 


M/s RAM KUMAR & BROTHERS 
New Delhi 

Dated: 

VOUCHERS FOR TRANSFERRING CAPITAL ACCOUNTS. 

Debit 

Rs. 

Ram Kumar’s Current Account 

6,360 

Sharad Kumar’s Current Account 

4,240 

Credit 

Rs. 

Ram Kumar’s Drawings Account 

6,360, 

Sharad Kumar’s Drawings Account 
(Being closing of Drawings Accounts of 
the partners) 

4,240 

Accountant Manager Partner 


When Capital accounts are fluctuating 


Closing of Drawings Accounts of Partners 

The student should be told that in case the Capital Accounts 
are maintained on Fluctuating Capital Method he will prepare 
voucher No. 3(a) which will show to him that Shri Ram Kumar’s 
Drawings Account and Shri Sharad Kumar’s Drawings Account 
stand at a Debit balance of Rs. 6,360 and Rs. 4,240 respectively 
which includes their drawings as well as interest thereon. The student 
will now come to know that Ram Kumar’s Drawings Account and 
Sharad Kumar’s Drawings Account are to be closed by crediting 
these accounts and by giving a corresponding debit to their respective 
Capital Accounts. 

In case the capital accounts are fixed the students should be told 
that voucherNo. 3(b), will be prepared in which the current accounts 
of the partners, and not their capital accounts, will be debited. 
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When Capital accounts are fluctuating 


Debit 

Partner’s Commission Account 

Rs. 

1,000 

Credit 

Rs. 

Ram Kumar’s Capital Account 

1,000 

(Being Commission payable to Shri 


Ram Kumar vide Para- 


of Partnership Deed) 


Accountant 

Manager Partner 


When Capital accounts are fixed: 

VOUCHER NO. 47b) “ 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

VOUCHER FOR PAYMENT OF COMMISSION TO PARTNER 


Debit Rs. 

Partner’s Commission Account 1,000 


Credit Rs. 

Ram Kumar’s Current Account 1,000 


(Being Commission payable to Shri 

Ram Kumar, Partner vide Para- 

of Partnership Deed) 

Accountant Manager Partner 
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Commission to Partner 


Voucher No. 4 

According to Partnership Deed, Shri Ram Kumar, Partner is 
entitled to a commission of Rs. 1,000 per arthum. The student should 
be told that he will be preparing Accounting Voucher No. 4 (a) where 
Capital Accounts are maintained on a Fluctuating Capital Method. 
The voucher will lead a student to debit Partner’s Commission 
Account with Rs. 1,000 on account of Commission which has 
accrued to Shri Ram Kumar, and is payable to him Corresponding 
credit will be given to his Capital Account and this will increase the 
Capital Account accumulations by Rs. 1,000. 

In case the firm maintains Capital Accounts on a Fixed Capital 
Method, the accountant will prepare Accounting voucher No. 4 (b) 
which will enable him to understand that he is to debit Partner’s 
Commission Account with Rs. 1,000 on account of commission that 
has accrued to him and stands payable to him, corresponding credit 


being given to his Current Account, an account in which all adjust¬ 
ments are made. 

When capital accounts are fluctuating 

VOUCHER NO. 5 (a) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

VOUCHER FOR PARTNER’S INTEREST ON CAPITAL 

Debit 

Rs. 

Interest on Capital Accounts 

5,000 

Credit 

Rs. 

Ram Kumar’s Capital Account 

2,500 

Sharad Kumar’s Capital Account 
(Being interest due on Capital @ Rs. 5% 
to be paid to M/s Ram Kumar and 

Sharad Kumar, Partners on their 
capitals each standing at Rs. 50,000 
at the beginning of the year). 

2,500 

Accountant Manager Partner 
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When capital accounts are fixed 


VOUCHER NO. 5(b) 

M/s RAM KUMAR & BROTHERS 
New Delhi 

Dated: 

VOUCHER FOR PARTNER’S INTEREST ON CAPITAL 

Debit 

Rs. 

Interest on Capital Accounts 

5,000 

Credit 

Rs. 

Ram Kumar’s Current Account 

2,500 

Sharad Kumar’s Current Account 
(Being interest due on Capital at Rs. 5% 
to be paid to M/s Ram Kumar 

Sharad Kumar, Partners on their 
capitals each standing at Rs. 50,000 
at the beginning of the year). 

2,500 

Accountant Manager Partner 


Interest of Capital 


Voucher No. 5 

The Partnership Deed stipulates that each partner is to be 
credited with an interest on Capital @ 5% per annum on the balance 
standing on the opening day of the financial year which in this case is 
Rs. 50,000 each in the case of M/s Ram Kumar and Sharad Kumar. 
Based on this each of them is entitled to get an interest of Rs. 2,500/ - 

In case Capital Accounts are maintained in the firm on a Fluc¬ 
tuating Method the students should be told that the Accountant will 
prepare Accounting Voucher No, 5(a) debiting Rs. 5,000 to Interest 
on Capital Account due to both the partners. Correspondingly a 
credit of Rs. 2,500 each will be given to the Capital Accounts of both 
the partners, i.e. Ram Kumar’s Capital Account and Sharad 
Kumar’s Capital Account. 

Where the Capital Accounts are maintained on Fixed Capital 
Method the accountant will prepare Accounting voucher No. 5(b) 
debiting interest on Capital Account by Rs. 5,000 and Crediting 


107 




individual partners’ Current Accounts with Rs. 2,500 each represent¬ 
ing the amount o( interest on Capital due to each partner. 


Final position of the capital accounts of the partners: 


Fixed Capital Account Method 

Ram Kumar Capital A/c 

Dr. Cr. 





| Ram Kumar’s Current Account 

31 12.84 

To Drawings A/c 6,360 

31.12.84 

By Commission A/c 1,000 

By Interest on 2,500 

Capital A/c 

By Balance C/d 2,860 

6,360 

6,360 

1.1.85 

To Balance b/d 2,860 

__ 

Fluctuating Capital Account Method 

Ram Kumar's Capital Account 

i Dr. Cr. 

31.12.84 Rs. 

To Drawings A/c 6,360 

31.12.82 

To Balance c/d 47,140 

11.1.84 Rs. 

Balance b/d 50,000 

31.12.48 

By Commissions A/ c 1,000 

31.12.84 

By Interest on 2,500 

Capital A/c 

53,500 

53,500 


1.1.85 

|By Balance b/d 47,140 
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Fixed Capital Account Method 


.Sharad Kumar’s Capital A/c 

Dr. Cr. 


31.12.84 Rs. 

To Balance C/d 50,000 

1.1.84 Rs. 

By Balance b/d 50,000 

1.1.85 

By Balance b/d 50,000 

Sharad Kumar’s Current Account 

Dr. Cr. 

31.12.84 Rs. 

To Drawings A/c 4,240 

31.12.84 Rs. 

By Salary 1,200 

„ Interest on 2.500 

Capital 

„ Balance c/d 540 

4,240 

4,240 

1.1.85 

By Balance b/d 540 


Fluctuating Capital Account Method 

Sharad Kumar’s Capital Account 

Dr. Cr. 

31.12.84 Rs. 

To Drawings A/c 4,240 

31.12.82 

To Balance c/d 49,460 

1.1.84 Rs. 

By Balance b/d 50,000 

31.12.48 

By Salary A/c 1,200 

31.12.84 

By Interest on 2,500 

Capital A/c 

53,700 

53,700 


1.1.85 

By Balance b/d 49,460 
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Admission of Partner 


On 1st January 1985 Messrs. Ram Kumar and Sharad Kumar 
find that their business has expanded immensely and there is still 
further scope of expansion to meet the growing needs. They recog¬ 
nise the need to admit a new partner who will not only provide 
additonal capital needed for faster expanding business but also help 
them in business with his expertise and knowledge. Accordingly, 
they contact Shri Dilip Kumar who agrees to join the firm as a 
partner. Hence a resolution is passed to admit Shri Dilip Kumar in 
the firm as a new partner with effect from 1.1.1985. The terms and 
conditions on which Shri Dilip Kumar is to be admitted are con¬ 
tained in the resolution which is appended herewith. 

Resolution for admission of a partner 

Dated. 1.1.1985 

Resolved that Shri Dilip Kumar be and is hereby admitted as a 
partner in the firm of M/ s Ram Kumar and Brothers with effect from 
1.1.1985 on the following conditions: 

1. Mr. Dilip Kumar is to bring in Rs_towards his 

capital. 

2. Mr. Dilip Kumar is to bring in 2 years purchase of 3 years 
average profits of the firm towards good-will. 

3. Good will is to be written off the books of accounts. 

4. Mr. Dilip Kumar will be given 1 /3 share in profits. 

5. Valuation of the assets is to be done by Mr. Ram Krishana, 
F.C.A. Chartered Accountants, New Delhi. 

6. Capitals of all partners are to be adjusted in their profit sharing 
ratio. 

| Sd/- Sd/- 

(Ram Kumar) (Dilip Kumar) 

Sd/- 

_._ (Sharad Kumar) __ 
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VOUCHER NO. 6 

M/s RAM KUMAR & BROTHERS 
New Delhi 

Dated: 

Debit 

Rs. 

Land and Buildings Account 

80,000 

Stock in Trade Account 

5,000 

Credit 

Rs. 

Furniture Account 

1,000 

Re-valuation Account 

(Being the increase in the values of land & 

Building and Stock in Trade and the 
decrease in the value of furniture 
on their revaluation made 
as per Para 5 of the agreement the 
profit on revaluation.) 

84,000 


Accountant Managing Partner 


Rama Krishna, F.C.A. 

Chartered Accountant, 

New Delhi. Dated: 1.1.1985 

The assets of the partnership concern of M/s Ram Kumar & 
Brothers, New Delhi, are valued as per their request vide this letter 
dated 10.11.1984. 



Book Value 

Market Value 


Rs. 

Rs. 

Cash in hand 

10,000 

10,000 

Cash at Bank 

20,000 

20,000 

Stock in trade 

10,000 

15,000 

Secndry Debtors 

8,000 

8,000 

Bills Receivable 

2,000 

2,000 

Furniture 

10,000 

19,000 

Land & Building 

1,20,000 

2,00,000 


1,80,000 

2,64,000 

Accepted 

Sd/- 


Sd h 

(Sharad Kumar) 

(Ram Krishna) 


Ill 








M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 10.11.1984 
To 

Mr. Rama Krishna, F.C.A. 

Chartered Accountant, 

New Delhi. 

Sir, 

As it has been resolved by us to admit Mr. Dilip Kumar as a 
partner in the firm. I would therefore request you to value the assets 
of the firm to facilitate the admission of Mr. Dilip Kumar as partner. 
The Balance Sheet of the firm as on 1.1.1984 is enclosed herewith. 

The statement of valuation may kindly be sent to us at your 
earliest convenience. 

Thanking you. Yours’ faithfully 

Sd /- 

(Sharad Kumar) 

Managing Partner 

M/s RAM KUMAR & BROTHERS 


Voucher No. 6 

In pursuant to Para 5 of the terms and conditions on which the 
new partner was to be admitted, revaluation of Assets was to be got 
done by Shri Ram Krishna, F C.A. Chartered Accountants. 
Accordingly, a letter was addressed to M/s Ram Krishna&Co. who 
did the valuation which is shown in as supporting vouchers to 
Accounting voucher No. 6 which will make it clear to the accountant 
that the value of certain assets viz. stock-in-trade and Land & 
Building, has increased, whereas the value of furniture has 
decreased as compared to their book value. This will need re¬ 
adjustment in the value of these assets. This is to be done through 
Re-valuation Account. 

The accountant on receipt of the statement of valuation will 
prepare voucher No. 6. In this he will debit (i) Land and Buildings 
(which has increased to Rs. 2,00,000 from Rs. 1,20,000) by Rs. 80,000 
and (ii) Stock-in-trade (which has increased to Rs. 15,000 from 
Rs. 10,000) by Rs. 5,000 and will give a credit to furniture (which has 
been reduced from Rs. 10,000 to Rs. 9,000) by Rs. 1,000 and the 
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overall difference of Rs. 84,000 representing profit on revaluation of 
assets is to be credited to Revaluation Account, as the increase m 
assets is to the tune of Rs. 85,000 as against the decrease in furniture 
of Rs. 1,000/-. 


When capital accounts are fluctuating 


VOUCHER NO. 7(a), 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

Debit 

Rs. 

Revaluation Account 

84,000 

Credit 

Rs.' 

Ram Kumar’s Capital Account 

42,000 

Sharad Kumar’s Capital Account 
(Being profit on revaluation 
transferred to the Capital Accounts of 
the partners in their profit sharing 
porportions) 

42,000 


Accountant Managing Partner 


VOUCHER NO. 7(b) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: • 

Debit 

Rs. 

Revaluation Account 

84,000 

Credit 

Rs. 

Ram Kumar Current Account 

42,000 

Sharad Kumar Current Account 

42,000 

(Being profit arising on the 

valuation of the assets of the 

firm transferred to the Current Accounts of 

the existing partners in their profit sharing 

ratio) 


---—5 

Accountant Managing Partner 
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Voucher No. 7 

Appropriating Profits on Revaluation 

After ,the revaluation is done and Revaluation Account is 
prepared, the accountant will prepare Accounting voucher No. 
7(a) where the Capital Accounts are made on a fluctuating Capital 
Method. In this Accounting Voucher the accountant will credit the 
Capital Accounts of the partners in equal proportions. Hence 
Ram Kumar’s Capital Account and Sharad Kumar’s Capital 
Account are to be credited by Rs. 42,000 each; corresponding debit is 
lo be given to Revaluation Account by Rs. 84,000 representing profit 
on revaluation. 

In case the Capital Accounts are kept on a fixed Capital 
Method, the accountant will prepare Accounting Voucher No. 7(b) 
in which he will debit Revaluation Account and give credit to Ram 
Kumar’s Current Account and Sharad Kumar’s Current Account 
who share the profit on revaluation in equal proportions i.e. Rs. 
42,000 each. 


M/s RAM KUMAR & BROTHERS 

New Delhi 


Dated: 

Valuation of goodwill of the firm for admitting the partner Mr. 
Dilip Kumar 


Basis: Two years’ purchase price of the average profits of the 


last three years. 

Average: Profit for the year ending 31.12.1983 20,000 

Profit: Profit for the year ending 31.12.1982 15,000 

35,000 

Less Lossjor the year ending 31.12.1984 8,000 

Total profits for 3 years 27,000 

Average profits = 27,000 9,000 

T~ 


Goodwill two years’ purchase price of average profit of 
3 years. 

Goodwill=9,000 x 2 = Rs. 18)000 



Accountant Managing Partner 
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When capital accounts are fluctuating 


VOUCHEE NO. 8(a) 

M/s RAM KUMAR & BROTHERS 
New Delhi 

Dated: 

Debit 

Goodwill Account 


Rs. 

18,000 

Credit 

Ram Kumar’s Capital Account 

Sharad Kumar’s Capital Account 
(Being goodwill raised in the book 
of the firm) 


Rs. 

9,000 

9,000 

Accountant 

Managing Partner 

When capital accounts are fixed 

VOUCHER NO. 8(b) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

Debit 

Goodwill Account 

(Being the Goodwill Account raised 

in the books of the firm) 


Rs. 

18,000 

Credit 

Ram Kumar’s Current Account 

i 

Sharad Kumar’s Current Account 


Rs. 

9,000 

9,000 


Accountant 


Managing Partner 





Voucher No. 8 


Valuation of Goodwill 

In accordance with the provisions of Para 2 of the Resolution, 
the valuation of Goodwill will be done on the basis of 2 years' 
purchase of three years’ average profits which amounts to Rs. 18,000 
as shown in the statement for valuation of goodwill. Since the 
goodwill is to be appropriated amongst the existing partners, the 
accountant will prepare Accounting Voucher No. 8 (a) in case capital 
accounts are fluctuating debiting Goodwill Account with Rs. 18,000, 
repiesenting the amount of goodwill raised in the books of the firm, 
and give a corresponding Credit to Ram Kumar’s Capital account 
and Shaj-ad Kumar’s Capital Account who will share it equally. 

Wherethe Capital Accounts are maintained on Fixed Capital 
Method, the accountant will prepare Accounting Voucher No. 8(b) 
debiting Goodwill Account with Rs. 18,000 and creditingthe existing 
partners Current Accounts with Rs. 9,000 each. 


When capital accounts are fluctuating 


VOUCHER NO. 9(a) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

Debit 


Rs. 

Shri Ram Kumar’s Capital Account 


6,000 

Shri Sharad Kumar’s Capital Account 


6,000 

Shri Dilip Kumar’s Capital Account 


6,000 

Credit 


Rs. 

Goodwill Account 
(Being goodwill written off amongst 
the partners including new partner 
in their profit sharing proportions) 


18,000 

Accountant 

Managing Partner 
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When capital accounts are fixed 


VOUCHER. NO. 9(b) 

M/s RAM KUMAR & BROTHERS 
New Delhi 

Dated. 

Debit 

Shri Ram Kumar’s Current Account 

Shri Sharad Kumar’s Current Account 
Shri Dilip Kumar’s Current Account 


Rs. 

6,000 

6,000 

6,000 

Credit 

Goodwill Account 
(Being goodwill written off amongst 
the partners including new partnei 
in their profit sharing proportions) 


Rs. 

18,000 

Accountant 

Managing Partner 

Voucher No. 9 


Writting off of Goodwill from the books of Accounts 


As per provision 3 of the Resolution, the Goodwill raised in the 
books of the firm is to be written off. Accordingly, the Goodwill will 
have to be distributed for writting off puiposes amongst all the 
partners, including the new partner, in their profit sharing 
proportions which in this case are equal. 

To bring this transaction into records, the Accountant will 
prepare Accounting Voucher No. 9(a) when capital accounts are 
fluctuating, to write off Goodwill. In this voucher Goodwill Account 
is credited with the entire amount of Goodwill viz Rs. 18,000. 
Corresponding debit is to be given to the Capital Accounts of all the 
partners including new partner in their profit sharing proportions. 
Thus Ram Kumar’s Capital Account, Sharad Kumar’s Capital 
Account and Dilip Kumar’s Capital Account are debited with 
Rs. 6,000 each. 

In case where the Capital Accounts are maintained on a Fixed 
Capital Method, the accountant will prepare Voucher No. 9(b). In 
this voucher Goodwill Account will be credited by Rs. 18,000 and a 
corresponding debit of Rs. 6,000 each will be given to Ram Kumar’s 
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Current Account, Sharad Kumar’s Current Account and Dilip 
Kumar’s Current Account. 


When capital accounts are fluctuating 
VOUCHER NO, 10(a) 


M/s RAM KUMAR & BROTHERS 
New Delhi 

Dated: 

Debit 

Rs. 

General Reserve Account 

6,000 

Profit & Loss Account 

4,000 

Credit 

Rs. 

Ram Kumar’s Capital Account 

5,000 

Sharad Kumar’s Capital Account 
■ (Being the balance of undistributed 
profits and reserves appropriated 
amongst the partners M/ s Ram Kumar 
& Sharat Kumar in their profit sharing proportions) 

5,000 

Accountant Managing Partner 


When capital accounts are fixed 


VOUCHER NO. 10(b) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

Debit 

Rs. 

General Reserve Account 

6,000 

Profit & Loss Account 

4,000 

Credit 

Rs. 

Ram Kumar’s Current Account 

5,000 

Sharad Kumar’s Current Account 
(Being the balance of undistributed 
profits and reserves appropriated 
amongst the partners M/s Ram Kumar 
& Sharat Kumar in their profit sharing proportions). 

5,000 

Accountant Managing Partner 
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Voucher No. 10 

When the new partner is admitted, the Capital Accounts of the 
.existing old partners are to be adjusted with the undistributed 
profits, General Reserves etc. This will entail transferring of these 
undistributed profits and General Reserve to the respective Capital 
Accounts/Current Accounts of the existing old partners. 

In case the Capital Accounts are maintained on a Fluctuating 
Capital method, the accountant will prepare Accounting Voucher 
No. 10(a) which will indicate that General Reserve and Profit and 
' Loss Account have been debited with a view tq closing these accounts 
and a corresponding credit has been given to existing partners in 
their profit sharing proportions. In the present case it is in equal 
proportion and hence works out to Rs. 5,000 each for 
Ram Kumar Capital Account apd Sharad Kumar Capital Account. 

Where the Capital Accounts are maintained on Fixed Capital 
Method, the accountant will prepare voucher No. 10(b) which will 
indicate that with a view to close the existing General Reserve 
Account and Profit and Loss Account, these accounts have been 
debited and a corresponding credit has been given to Ram Kumar’s 
Current Account and Sharad Kumar’s Current Account by Rs. 5,000 
each as they share the profits equally. 

VOUCHER NO. 11 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 


Debit 

Ram Kumar’s Current Account 

Sharad Kumar’s Current Account 

Rs. 

Credit 

Rs. 

Ram Kumar’s Capital Account 


Sharad Kumar’s Capital Account 


(Being the balance of the Current 


Account transferred to the respective 


Capital Accounts of the partners to 


arrive at the final position of their 


Capital Accounts.) 



Accountant Managing Partner 
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Adjustment of Capital on Admission of Shri Dilip Kumar 

1. Dilip Kumar’s shar is profit & loss { j y 

2. Shri Ram Kumar has forgone i/6 of his share in profit 

to provide for the share to be given to the new i/ 3 

partner. Hence his new share in profit will be >4-1/6. 

3. Shri Sharad Kumar has also forgone the same share, 

His new share in profit & loss will also be equivalent to 
Accordingly the Capital Accounts of the partners are to be 
adjusted as shown below. 


Existing Adjusted Amount to 
Capital Capital Refund/Iving 



(I) 

(2) 

(3) 

V 

ij Shri Dilip Kumar brings in 

Rs. 

Rs. 

50,000 

Rs. 

50,000 

2'. Shri Ram Kumar 

90,000 

50,000 

40,000 

3. Shri Sharad Kumar 

40,000 

50,000 

10,000 

Accountant 


Managing Director 


120 





Voucher No. 11 

Adjustment of old Partner’s Capital Accounts in 
proportion to their new profit sharing proportions 

In accordance with Para 6 of the agreement as envisaged in the 
Resolution, the Capital of all partners are to be adjusted in their new 
profit sharing proportions. Since the new partner Shri Dilip Kumar 
who is sharing 1/1 of profits brings in Rs. 50,000 as Capital, the 
capitals of other two partners viz Shri Ram Kumar and Shri Sharad 
Kumar will have capital at Rs. 50,000 each like the new partner, since 
each of them is getting a share of i/.iin profits. 

As will be seen from the statement regarding Adjustment of 
Capital on admission of new partner Shri Dilip Kumar the Capital 
Account of Shri Ram Kumar stands at Rs. 90,000 and that of Shri 
Sharad Kumar at Rs. 40,000 which means that Shri Ram Kumar is to 
be refunded Rs. 40,000 while Shri Sharad Kumar is to bring in an 
additional capital of Rs. 10,000/-. 

It may be mentioned to the students that in order to arrive at the 
figure of Rs. 90,000 in case of Ram Kumar and Rs. 40,000 in case of 
Sharad Kumar, Ram Kumar’s and Sharad Kumar’s Current 
Accounts have to be transferred to their respective Capital Accounts. 
For this, the Accountant will prepare Accounting Voucher No. 11 
which will show that Ram Kumar’s and Sharad Kumar’s Current 
Accounts are to be debited with a view to effecting the transfer. A 
corresponding credit will be given to Rarti Kumar and Sharad 
Kumar’s Capital Accounts. 


VOUCHER NO. 12 

M/s MAM KUMAR & BROTHERS 
New Delhi 

Dated: 

Debit 

Rs. 

Bank 

10,000 

Credit 

Rs. 

Sharad Kumar’s Capital Account 

(Being Cheque No.- 

dated received from Shri Sharad Kumar 
to bring his capital at par with 
other partners) 

10,000 

Accountant Managing Partner . 
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STATE BANK OF INDIA 
NEW DELHI 

&Co. 

PN/1 67832 

Pay to Shri Ram Kumar & Brothers 
Rupees ten thousand rupees only. 

Managing Partner 


Dated: 
Rs. 10,000/- 


Voucher No. 12 

On receipt of the cheque from Shri Sharad Kumar towards his 
additional contribution to capital, the Accounts Clerk should be 
informed that he will prepare voucher No. 12 debiting Bank Account 
with Rs. 10,000/ - and crediting to Sharad Kumar’s Capital Account 
with the same amount, 

VOUCHER NO. 13 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 


Debit 

Ram Kumat’s Capital Account 

Rs. 

40,000 

Credit 

Rs. 

Bank Account 

40,000 

(Being amount paid to Ram Kumar 


vide cheque No. 67147 dated 


to adjust his Capital to Rs. 50,000 


as per enclosed statement) 


Accountant 

Managing Partner 
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STATE BANK OF INDIA 
NEW DELHI 

Counter foil 
&L CO. 

PN/1 67147 Dated: 

Pay to Ram Kumar 
Rupees Forty thousand only 
Towards Refund of Capital in excess 
of his proportion. 

Whether crossed Yes 

Voucher No. 13 

Now in case it is decided to refund the excess accumulations in 
the Capital Account of Ram Kumar, the students be told that 
Accountant will prepare voucher No. 13 which will indicate that 
Bank has been credited with Rs. 40,000 and the corresponding debit 
has been given to Shri Ram Kumar’s Capital Account. This will 
bring the capital account of Shri Ram Kumar at par with other 
partners. 

VOUCHER NO. 14 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 


Debit 

Ram Kumar’s Capital Account 

Rs. 

40,000 

Credit 

Rs. 

Ram Kumar’s Loan Account 

40,000 

(Being the excess of capital of 


Shri Ram Kumar treated as the 


loan to firm vide agreement 


entered into on ) 


Accountant 

Managing Partner 
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Voucher No. 14 

The other possibility is that the firm may not find it feasible to 
I return this huge amount in cash to Shri Ram Kumar and hence may 
| enter into an agreement with him to treat the excess accumulations as 
loan given by him to the firm. In this case, students may be told that 
l the accountant will prepare Accounting Voucher No. 14 in which 
Ram Kumar’s Capital Account is to be debited by Rs. 40,000 to bring 
his capital account at par with other partners in their profit sharing 
proportions and a corresponding credit is to be given to Ram 
Kumar’s Loan Account by Rs. 40,000. This will indicate that Ram 
Kumar has given a loan of Rs. 40,000 to the firm and the same will 
appear on the liabilities side of the Balance Sheet each year so long as 
loan is not paid'off along with interest thereon at the stipulated rate. 

Retirement/death of a partner 

Mr. Ram Kumar desires to retire from the partnership firm and 
the same has been agreed upon by all the patners but Mr. Sharad 
Kumar and Mr. Dilip Kumar decide to continue to do business, of 
course under the name & style of M/s Dilip Kumar, Sharad Kumar 
& Co. As a result, Sharad Kumar approaches M/ s Ram Krishan Co., 
Chartered Accountants, to value the assets and liabilities of the firm. 
The letter addressed to M/s Ram Krishna & Co., and the resolution 
prepared on this occasion can be made clear to students. The student 
can be exposed to the Resolution and the statement of valuation of 
assets and liabilities. The valuation of goodwill is made at one year’s 
purchase price of average profits of past five years and is shown in a 
statement signed by all the partners. 

The valuation of assets and liabilities made on account of Mr. 
Ram Kumar’s retirement has resulted in a profit of Rs. 27,000. The 
necessary adjustments in the assets accounts—Land & Buildings, and 
Furniture are made and shown in Voucher 1. Land & Buildings 
Account is debited with Rs. 50,000 and Furniture Account is credited 
with Rs._2,000. The profit realized on account of revaluation of assets 
and liabilities is now transferred to partners’ Capital Accounts as per 
Voucher 2(a) and to partners’ Current Account as per Voucher 2(b). 

The amount of goodwill valued at Rs. 3,000 will be credited to 
Ram Kumar’s Capital Account and the remaining partners’ Capital 
Accounts will be debited. The calculation of Profit upto the date of 
retirement is calculated as agreed in the Resolution for the retirement 
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of Mr. Ram Kumar. It is shown in Voucher No. 55. In order to give 
credit to Mr. Ram Kumar for his share of profit, Voucher No. 6 has 
been used wherein Profit & Loss Account is debited with Rs. 5,000 
and Ram Kumar’s Capital Account is credited. Through Voucher 
6(b) current account is credited as an alternative. 

The amount of money due to Mr. Ram Kumar has been 
calculated by preparing his capital account and ds per the terms of 
the Resolution. It is paid in cash and the-receipt is obtained. Mr. 
Ram Kumar’s account is debited and cash account is credited with 
the amount paid to him. 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

Mr. Sharad Kumar 
Managing Partner 

To 

M/s Ram Krishna & Co., • 

Charatered Accountants, 

New Delhi. 

Sir, 

It has been decided by the firm to permit Mr. Ram Kumar to 
retire from the firm. As such, to facilitate his retirement the assets 
and liabilities of the firm are to be valued. We, therefore, request you 
to value the assets and liablities of the firm. The latest Balance Sheet 
of the firm is enclosed herewith. 

Thanking you. 

Yours faithfully 
Sd I- 

(Sharad Kumar) 

Resolution for the retirement of Mr. Ram Kumar 

Mr. Ram Kumar expressed his desire to retire from the 
partnership firm, and the same has been resolved to give effect to his 
retirement bearing in mind the following points: 

1. that the assets and liabilities are to be valued by M/s Ram 
Krishna & Go., Chartered Accountants. 
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2. that goodwill account will not be raised in the books of accounts. 
Goodwill is to be credited to the outgoing partner only. 

3. that Mr. Ram Kumar’s account is to be settled by payment in 
cash. 

4. The name of the firm henceforth will be called M/s Sharad 
Kumar, Dilip Kumar & Co. 

5. Mr. Ram Kumar will retire from the partnership on 1st July, 
1985 so he will be getting his profit upto June (Vi year) on the 
basis of last year’s profit which stood at Rs. 30,000. 


M/s Rama Krishna & Co., 

Chartered Accountants, 

New Delhi. 

To 

Mr. Sharad Kumar, 

Managing Partner, 

M/s Ram Kumar & Brothers, 

New Delhi. 

Sir, 

As desired by you, the assets and liabilities of 
been valued and are reported here under: 

Dated: 

your firm have 


Book Value 

Market Value 


Rs. 

Rs. 

Land & Buildings 

2,00,000 


Furniture 

4,000 

9 

Thanking you, 

Sd/- 

M/s Rama Krishna & Co. 


Chartered Accountants 
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Statement of valuation of assets & liabilities 


Book Value 

Market Value 

Profit floss 

Rs. 

Rs. 

Rs. 

Land & Buildings 2,00,000 

2,50,000 


Furniture 9,000 

7,000 




(Loss) 

Sd/- Sd/- 

Sd/- 


Sharad Kumar Dilip Kumar 

Ram Kumar 

(Managing Partner) (Partner) 

(Retiring Partner) 

Valuation of goodwill 



goodwill to be credited to the outgoing partner 


Sd/- Sd/- 

^ Sd/- 


(Sharad Kumar) (Dilip Kumar) 

(Ram Kumar) 


VOUCHER NO. 1 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

VOUCHER FOR RECORDING EFFECT OF VALUATIONOF 
ASSETS 

Debit 

Rs. 

Land & Buildings Account 

50,000 

Credit 

Rs. 

Furniture Account 

2,000 

Profit on Revaluation Account 

48,000 

(Being the increase in the value of land & buildings and 

the decrease in the value of furniture recorded 
and the difference credited to revaluation 

A/c. on revaluation of assets as per statement 
of the Chartered Accountants). 



Managing Partner 


Accountant 
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When capital accounts are fluctuating 
VOUCHER NO. 2 (a) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

VOUCHER FOR TRANSFERING PROFIT ON VALUATION 
TO PARTNERS 


Debit 

Revaluation Account 

Rs. 

48,000 

Credit 

Rs. 

Sharad Kumar’s Capital Account 

16,000 

Dilip Kumar’s Capital Account 

16,000 

Ram Kumar’s Capital Account 

16,000 

(Being transfer of profit on revaluation to partners’ capital 

accounts) 


Accountant 

Managing Partner 


When capital accounts are fixed: 

VOUCHER NO. 27b) 

M/s RAM KUMAR & BROTHERS ■ 

New Delhi 

Dated: 

VOUCHER FOR TRANSFERING PROFIT ON VALUATION 
OF ASSETS OF PARTNERS 


Debit 

Rs. 

Revaluation Account 

48,000 

Credit 

Rs. 

Sharad Kumar’s Current Accbunt 

16,000 

Dilip Kumar’s Current Account 

16,000 

Ram Kumar’s Current Account 

16,000 

(Being transfer of profit on revaluation 
to partners’ capital accounts) 


Accountant 

Managing Partner 
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When capital accounts are fluctuating 


VOUCHER NO. 3 (a) 

M/s RAM KUMAR & BROTHERS 

New Delhi 

VOUCHER FOR RECORDING GOODWILL 

Dated: 

Debit 

Rs. 

Sharad Kumar 

1,500 

Dilip Kumar 

1,500 

Credit 

Rs. 

Ram Kumar’s Capital Account 

3,000 

(Being goodwill amount credited to the retiring 


partner as per agreement). 


Accountant Managing Partner 


When capital accounts are fixed: 


VOUCHER NO. 3(b) 


M/s RAM KUMAR & BROTHERS 


New Delhi ___ 



Dated: 

VOUCH ER-FOkRTCORDING GOODWILL 


Debit 

. Rs. 

Sharad Kumar’s Current Account 

1,500 

Dilip Kumar’s Current Account 

1,500 

Credit 

Rs. 

Ram Kumar’s Current Account 

3,000 

(Being goodwill amount credited to retiring 
partner as per agreement) 


Accountant Managing Partner 
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M/s RAM KUMAR & BROTHERS 

New Delhi 

Dated: 

FOR DETERMINING THE SHARE OF PROFIT OF RAM 
KUMAR UPTO JUNE 1985 



Rs. 

Last year profit 

30,000 

His share of profit last year 

10,000 

His share of profit for half year 

5,000 

He should be credited with 

5,000 

Accountant 

Managing Partner 


When capital accounts are fluctuating 


VOUCHER NO. 4 (a) 


M/s RAM KUMAR & BROTHERS 


New Delhi 

Dated: 

VOUCHER FOR RECORDING PROFIT OF RAM KUMAR 

Debit 

Rs. 

• Profit & Loss Account 

5,000 

Credit 

Rs. 

Ram Kumar's Capital Account 

(Being recording share of profit due to Ram Kumar 

5,000 

upto June 1985) 


Accountant < Managing Partner 
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When capital accounts are fixed: 


VOUCHER NO. T(b) 

M/s RAM KUMAR & BROTHERS 
New Delhi 

Dated: 

VOUCHER FOR RECORDING PROFIT OF RAM KUMAR 

Debit 

Rs. 

Profit & Loss Account 

5,000 

Credit 

. Rs. 

Ram Kumar’s Current Account 
(Being share of profit due to Ram Kumar 
upto June 1985) 

5,000 

Accountant Managing Partner 


When capital accounts are fluctuating 


VOUCHER NO. 5 


M/s RAM KUMAR & BROTHERS 


New Delhi 

Dated: 

VO UCHER FOR THE PAYMENT OF AMOUNT DUE TO HIM 

AT THE TIME OF RETIREMENT 


Debit 

Rs. 

Ram Kumar’s Capital Account 

74,000 

Credit 

Rs. 

Bank Account 

74,000 

(Being the amount paid to Ram Kumar to settle 
his account on his retirement) 


Accountant Managing Partner 
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RECEIPT 

Dated: 

Received the amount of Rupees Seventy four thousand only 
from Dilip Kumar & Sharad Kumar as my share due to me on 
retirement by ch. No. dated 

Stamp 

Rs. 74,000 

Ram Kumar’s Capital Account 

_| 

1.7.1985 Rs. 1.1.1985 

To Bank Account 74,000 By Balance b/d 

Rs. 

50,000 

„ Revaluation Account 16,000 

„ Goodwill Account 

3,000 

„ Profit & Loss A/c 

5,000 

74,000 

74,000 

When Capital accounts are fixed 

Ram Kumar’s Capital Account 

To Bank Account 50,000 By Balance 

50,000 

Ram Kumar’s Capital Account 

- 

To Bank 24,000 


By Revaluation A/c 

16,000 

„ Goodwill A/c 

3,000 

„ Profit & Loss A/c 

5,000 

24,000 

24,000 


Note: Alternalively current account of the partner may be closed by 
transferring its balance to the partner’s capital account and 
then the account may be settled. 







Dissolution of Partnership 


M/s Dilip Kumar Sharad Kumar & Bros, have decided to wind 
up the firm on 31st December, 1984. To give effect to the scheme of 
Dissolution they passed a Resolution which is reproduced 
hereunder: 

Resolution for Dissolution 

Resolved that Dilip Kumar, Sharad Kumar & Co. be hereby 
dissolved on 31st December, 1984 on the terms and conditions 
mentioned hereunder:— 

1 • , Dilip Kumar to pay off Mrs. Dilip Kumar loan and to take away 
stock in trade at Rs. 4,000. 

2. Sharad Kumar to take away half of the investments at 10% 
discount. 

3. Creditors and Bills payable due on an average basis one month 
after 31.12.1984 were to be paid immediately on 31.12.1984 at 
a discount of 6% per annum. 

4. Sharad Kumar to take away the typewriter which, in the books 
of the firm, had been completely written off but was estimated to 
realize Rs. 300/-. 

The Balance Sheet of M/s Dilip Kumar and Sharad Kumar 
Bros, as on 31st December, 1984 was as under:— 


Liablities 

Rs. 

Assets 

Rs. 

Sundry Creditors 

30,000 



Bills payable 

8,000 

Cash at Bank 

8,500 

Irs. Dilip Kumar’s loan 

5,000 

Stock in Trade 

5,000 

Irs. Sharad Kumar’s loan 

10,000 

Investments 

10,000 

Reserve Fund 

10,000 

Debtors 20,000 

Less 




provision 
for Bad 




debts 2,000 

18,000 

Investment 

1,000 

Plants & 

20,000 

Fluctuations 

Fund 


fittings 


Dilip Kumar’s Capital 

10,000 

Buildings 

15,000 
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Sharad Kumar's 
Capital 


10,000 Goodwill 

Profit & Loss 
Account 


4,000 

3,500 


84,000 


84,000 


VOUCHER NO. 1 


M/s DILIP KUMAR & SHARAD KUMAR BROS. 

New Delhi 

Dated 

VOUCHER FOR TRANSFER OF ASSET 
Debit 

Rs. 

Realisation A/c 

7,4000 

Credit 

Rs. 

Stock in Trade Account 

5,000 

Investment Account 

10,000 

Debtors Account 

20,000 

Plant and Fittings Account 

20,000 

Buildings Account 

15,000 

Goodwill Account 

(Being assets accounts transferred to 
Realisation A/c on dissolution of the firm) 

4,000 

Account 

Managing Partner 


Voucher No.l 

To implement the shceme of Dissolution a separate account 
entitled “Realisation Account” will have to be opended where all 
assets as well liabilities standing in the books of accounts of the firm 
will be transferred. 

The students should be told that on dissolution of the firm of 
M/s Dilip Kumar Sharad Kumar the Accountant will propose 
Accounting Voucher No. 1 and will credit all the assets accounts—the 
stock in Trade Account, Investment Account, Debtors Account, 
Plant and fittings Account, Building Account and Goodwill Account 
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with their book values, with a view to close these accounts. 
Corresponding debit of Rs. 74,000 will be given to Realisation 
Account to be opened to record the effect of Realisation of assets and 
discharge of liabilities etc. 


VOUCHER NO. 2 

1 


New Delhi 

Dated 

VOUCHER FOR TRANSFER OF LIABILITIES 


Debit 

Rs. 

Sundry Creditors Account 

30,000 

Bills Payable Account 

8,000 

Prevision for Bad Debts Account 

2,000 

Investment Fluctuations Account 

1,000 

Credit 

Rs. 

Realisation Account 

41,000 

(Being liabilities accounts transferred to 

Realisation Account on dissolution of the firm) 

_ 


Accountant Managing Partner 


Voucher No. 2 

To close all the accounts of liabilities standing in the books of 
the firm and to get a final picture after all liabilities have been 
discharged out of proceeds of the assets; all liabilities also have to be 
transferred to Realisation Account. The students should be told that 
to effect the above, the accountant will prepare Voucher No. 2 in 
which he will debit Sundry Creditors, Bills payable, Provision for 
Bad Debts, Investment Fluctuation Account at their book values 
of Rs. 30,000 Rs. 8,000 Rs. 2,000 and Rs. 1,000 respectively which 
ultimately result in closing the liabilities accounts in the books of 
accounts. Corresponding Credit of Rs. 41,000 is to be given to 
Realisation Account. 
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VOUCHER NO. 3 

M/s DILIP KUMAR & SHARAD KUMAR BROS. 

New Delhi 

Dated 

VOUCHER FOR TRANSFER OF STOCK TO DILIP KUMAR 


Credit 

Rs. 

Dilip Kumar’s Capital Account 

4,000 

Credit 

Rs. 

Realisation Account 

4,000 

(Being stock taken away by him) 


Accountant 

Managing Partner 


Voucher No. 3: 

Realisation of Assets 

Having transferred all assets and liabilities to Realisation 
Account the next step will be to actually realise the assets some of 
which have been taken away by the partners and some have been sold 
to outsiders. 

The students be told that the accountant will now prepare 
Voucher No. 3 which will indicate that stock which now appears in 
Realisation Account has been taken away by Dilip Kumar at 
Rs. 4,000. Accordingly he will debit Dilip Kumar’s Capital Account 
by Rs. 4,000 being the cost at which he has taken away the stock and 
credit the Realisation account by Rs. 4,000 which will indicate that 
stock has realised this amount. 
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VOUCHER NO. 5 

M/s DILIP KUMAR & SHARAD KUMAR BROS. 
New Delhi 

Dated 

VOUCHER FOR REASLISATION OF ASSETS 

Debit 

Rs. 

Bank Account 

94,500 

Credit 

Rs. 

Buildings Account 

40,000 

Sundry Debtors 

19,000 

Plant & Fittings 

25,000 

Goodwill 

6,000 

Investments 

4,500 

(Being assets realised) 


Accountant 

Manager Partner 


RECEIPT 

Received from Beni Lai a sum of rupees 25,000/- (Rupees 
Twenty Five Thousand only) on account of sale of Plant and Rolling 
vide cheque No. PN/8,008411 dated 31.12.1984 drawn on Punjab 
National Bank, New Delhi. 

Sd/- 

__ Managing Partner 


RECEIPT 

Received from Shri Diwakar Prasad a sum of Rupees 40,000 
(Rupees forty thousand only) on account of sale of Buildings vide 
cheque No. 'PN/4, 007634 dated 31.12.1984 drawn on Bank of 
Baroda, Delhi. 

Sd/- 

_ Managing Partner 
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VOUCHER NO. 4 

M/s DILIP KUMAR & SHARAD KUMAR BROS. 

New Delhi 

Datea 

VOUCHER FOR HALF OF THE INVESTMENTS AND 
TYPEWRITER TAKEN AWAY BY SHARAD KUMAR 


Debitt Rs. 

Sharad Kumar’s Capital Account 4,800 


Credit Rs. 

Realisation Account 4,800 


(Being half of investment at 10% discount i.e. Rs. 4,500, 

and a typewriter book value nil 

at Rs. 300 taken over by Sharad Kumar) 


Accountant Managing Partner 


Voucher No. 4 

Another Accounting Voucher that the accountant will now 
prepare will be Voucher No. 4 which will make it clear that half of the 
investments, the book value of which amounts to Rs. 5,000, have 
been taken over by Sharad Kumar at 10% discount i.e. at Rs. 4,500 
and the typewirter, the book value of which is nil, has been taken over 
by him at Rs. 300. Thus, the accountant will debit Sharad Kumar’s 
Capital Account with Rs. 4,800 depicting that his capital has been 
reduced by Rs. 4,800. A corresponding credit of Rs. 4,800 will be 
given to Realisation A/c, the account in which these assets appear 
now. 
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RECEIPT 

Received from Guru Prasad a sum of Rupees 4,500/-(Rupees 
four thousand five hundered only) on account of sale of Investments 
vide cheque No. PN/2 008241 dated 31.12.1984 drawn on Syndicate 
Bank, New Delhi. 

Sd / 

_Managing Partner 


RECEIPT 

Received from Laxman a sum of Rupees 6,000/- (Rupees six 
thousand only) on account of goodwill vide cheque No. PN/ 6 47146 
dated 31.12.1984 drawn on Punjab National Bank, New Delhi. 

Sd/ 

Managing Partner 


M/s DILIP KUMAR & SHARAD KUMAR EROS. 

New Delhi 

Dated 

This is to certifiy that a sum of Rupees 19,000/- (Rupees 
Nineteen thousand only) has been realized from debtors as per list 
enclosed. 

Sd/ 

Managing Partner 


Voucher No. 5 

After the assets are realised the students be informed that the 
accountant will prepare Accounting Voucher No. 5 which will 
indicate that a sum of Rs. 94,500 has been received through cheques 
on the realisation of Buildings, Plant & Machinery, Sundry Debtors, 
Goodwill and investments. Accordingly the bank account has to be 
debited with Rs. 94,500 and a corresponding Credit will be given to 
Realisation Account, the account to which all these assets have been 
transferred. 
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VOUCHER NO. 6 

M/s DILIP KUMAR & SHARAD KUMAR BROS. 

New Delhi 

Dated 

VOUCHER FOR (Expenses of Realisation) 


Debit 

Rs. 

Realisation Account 

1,000 

Credit 

Rs. 

Bank Account 

1,000 

(Being expenses on realisaion) 


Accountant 

Managing Director 


Voucher No. 6 

Since the firm has to disburse the expenses incurred on Realisa¬ 
tion of assets and dischage of liabilities, the students be informed that 
accountant will prepare Accounting Voucher No. 6 in which Bank is 
to be credited with Rs. 1,000 as the cheque worth this amount has 
been issued to defray realisation expenses. Corresponding debit will 
be given to Realisation Account where in all assets & liabilities to be 
realised have been transferred. 


Certificate for Realisation Expenses 

This is to certify that a sum of rupees one thousand only has 
been received by the firm towards expenses on realisation on assets. 

Sd / 

__Managing Partner 
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VOUCHER NO. 7 

M/s DILIP KUMAR & SHARAD KUMAR BROS. 
New Delhi 

VOUCHER FOR PAYMENT OF CREDITORS ETC. 

Dated 

Debit 

Realisation Account' 

Rs. 

37,810 

Credit 

Bank Account 

(Being payment made to creditors and 
bills payable at 6% discount per annum 
(Rs. 38,000 Rs. 190) 

Rs. 

37,810 

Accountant Managing Partner 


M/s DILIP KUMAR & SHARAD KUMAR BROS. 

New Delhi 


Dated 

This is to certify that a sum of rupees thirty seven thousand eight 
hundred and ten only was paid in settlement of creditors and bills 
payable at 6% discount as per list of the cheques issued to concerned 
creditors. 

Rs. 37,810.00 

Sd / 

(Managing Partner) 


Voucher No. 7: 


Payment to Creditors 

As has been stipulated in the agreement Creditors, though due 
on an average basis one month after 31.12.1984, were to be,dis¬ 
charged at 6% discount per annum. Accordingly, creditors and bills 
payable to whom Rs. 38,000 were due would be paid Rs. 37,810 after 
deducting a discount of Rs. 190/-, The student should be told that 
Accountant will prepare Accounting Voucher No. 7 with supporting 
vouchers for the payment made to each creditor. This will indicate 
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that Bank Account is to be credited with Rs. 37,810, amount paid to 
creditors, and the debit is to be given to Realisation Account where in 
Creditors have already been transferred. 


VOUCHER NO. 8 

M/s DILIP KUMAR & SHARAD KUMAR 

New Delhi 

Dated: 

VOUCHER FOR TRANSFER OF PROFIT ON REALISATION 
TO PARTNERS CAPITAL ACCOUNTS 

Debit 

Rs. 

Realisation Account 

31,490 

Credit 

Rs. 

Dilip Kumar’s Capital Account 

15,745 

Sharad Kumar’s Capital Account 

15,745 

(Being profit on realisation of assets, etc., 


transferred to partners’ capital accounts) 


Accountant 

Managing Partner 


Voucher No. 8: 


Profit on Realisation 

After all the assets have been realised and the liabilities paid off 
including the Realisation Expenses, the next step the partners will 
take will be to find out the profit or loss arising on Realisation which 
in this case comes to Rs. 31,490 as profit. The profit will be 
distributed amongst the partners in equal proportions. Thus the 
Accountant will prepare Accounting Voucher No. 8 which will 
indicate that Realisation Account which shows a profit of Rs. 31,490 
is to be debited and a corresponding credit is to be given to each 
partners’ Capital Account by Rs. 15,745 since they are sharing profits 
in equal proportions. 
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VOUCHER NO. 9 

M/s DILIP KUMAR & SHARAD KUMAR 

New Delhi 

Dated: 

VOUCHER FOR TRANSFER OF PARTNERS CAPITAL 
ACCOUNTS 

Debit 

Rs. 

General Reserve Account 

10,000 

Credit 

Rs. 

Dilip Kumar’s Capital Account 

5,000 

Sharad Kumar’s Capital Account 

5,000 

(Being transfer of reserve account to 


partners’ capital account) 


Accountant 

Managing Partner 


Voucher No. 9: 

Transfer of General Reserve 

After the Realisation Account is closed and the profits have 
been allocated ajnongst the partners the next step will be to settle the 
accounts whichj have not been transferred to Realisation Account 
and are still tying in the Books of Account. To start with General 
Reserve depicting undistributed profits, will be allocated amongst 
the partners ip their profit sharing proportion. The student be guided 
that the accountant will now prepare Accounting Voucher No. 9 
which wijjl indicate that with a view to close the’account, General 
Reservef Account will be debited by Rs. 10,000 and a corresponding 
credit will be given to Dilip Kumars’ Capital Account and Sharad 
Kumar’s Capital Account with Rs. 5,000 each since they share profits 
equally. 
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VOUCHER NO. 10 -"- 

M/s DILIP KUMAR & SHARAD KUMAR 

New Delhi 

Dated; 

VOUCHER FOR TRANSFER OF DEBIT BALANCE OF 
PROFIT & LOSS ACCOUNT TO CAPITALS 

Debit v 

Rs. 

Dilip Kumar’s Capital Account 

1,750 

Sharad Kumar’s Capital Account 

1,750 

Credit 

Rs. 

Profit & Loss Account 

3,500 

(Being the debit balance of Profit and Loss 


A/c transferred to partners’ capital accounts) 


Accountant 

Managing Partner 


Voucher No. 10 

Transfer of Profit and Loss Account Debit Balance 

In the Balance Sheet a debit balance of Rs. 3,500 in the Profit 
and Loss Account appears. This be explained to the student that this 
amount of Rs. 3,500 exhibits loss suffered by the firm which has not 
been allocated amongst the partners so far and is to be allocated now. 
Accordingly the Accountant will prepare Voucher No. 10 which will 
indicate that Capital Accounts of partners Dilip Kumar and Sharad 
Kumar have to be debited by Rs. 1,750 each as they share profits and 
loss equally and a corresponding credit to be given to Profit and Loss 
Account to close it. 
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New Delhi 


Dated: 

VOUCHER FOR TRANSFERRING MRS. DILIP KUMAR 
LOAN TO DILIP KUMAR 


Debit 

Rs. 

Mrs. Dilip Kumar Devi’s Loan Account 

5,000 

Credit 

Rs. 

Dilip Kumar’s Capital Account 

5,000 

Accountant 

Managing Partner 


Voucher No. 11: 

Treatment of loan taken over by Partners 

Of the two loans one loan is due to be paid to Mrs. Dilip Kumar 
which Shri Dilip Kumar has taken on himself to discharge. Since this 
liability of loan has been assumed by the partner Shri Dilip Kumar it 
is to be transferred to his Capital Account for which the Accountant 
will prepare Voucher No. 11. In the voucher he debits, Mrs. 
Dilip Kumar Devi’s Loan Account by Rs. 5,000 resulting in theclosing 
of this Account and a corresponding Credit will be given to Dilip 
Kumar’s Capital Account since the liability has been taken over by 
him. 
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VOUCftlLK 1W. 

M/s DILIP KUMAR & SHARAD KUMAR BROS. 

New Delhi - 

Dated: 

VOUCHER FOR PAYMENT OF MRS. SHARAD KUMAR 
DEVI’S LOAN 


Debit 

Rs. 

Mrs. Sharad Kumar Devi’s Loan 

10,000 

Credit 

Rs. 

Bank Account 

10,000 

(Being the loan amount of Mrs. Sharad Kumar 


Devi’s paid) 



L 


Accountant 


Managing Partner 


STATE BANK OF INDIA 

& Co. PN/4 84812 COUNTERFOIL 

Paid to Mrs. Sharad Kumar Devi 
Rs. Rs. 10,000 

Whether corssed Yes 
Towards Redeeming her Loan 


RECEIPT 

Received a sum of Rupees ten thousand only from M/s Dilip 
Kumar & Sharad Kumar Bros, on final settlement of my loan vide 
cheque No..PN/4 84812 

Sd / 

Mrs. Sharad Kumar 


Stamp 


Voucher No. 12: 

Mrs. Sharad Kumar’s loan has not been taken over by any 
partner and at the time it was not transferred to Realisation Account 
as the loan pertains to the wife of a partner who under the 
Partnership Act, has an unlimited liability. Since funds are available, 
Mrs. Sharad Kumar loan will be paid off. The students be told that 
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the accountant will now prepare Accounting Voucher No. 12 in 
which he will debit Mrs. Sharad Kumar’s Loan Account by 
Rs. 10,000, there by closing that account and crediting Bank since the 
cheque is issued to her. 


VOUCHER NO. 13 

M/s DILIP KUMAR & SHARAD KUMAR BROS. 
New Delhi 

Dated: 

VOUCHER FOR FINAL SETTLEMENT 

Debit 

Rs. 

Dilip Kumar’s Capital Account 

29,995 

Sharad Kumar’s Capital Account 

24,195 

Credit 

Rs. 

Bank Account 

54,190 

(Being the accounts of the partners finally 


settled on dissolution 


Accountant 

Managing Partner 


Rece 
and ninet 
in settlerr 

Stamp 

RECEIPT 

ived a sum of Rupees twenty four thousand one hundred 
y five only from M/ s Dilip Kumar & Sharad Kumar Bros, 
lent of my account with the firm. 

Sd / 

(Sharad Kumar) 

Reef 
hundred 
Kumar E 

stamp 

RECEIPT 

:ivei a sum of Rupees twenty nine thousand nine 
and ninety five only from M/s Dilip Kumar & Sharad 
ros. in settlement of my account with the firm. 

Sd/ 

(Dilip Kumar) 
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Voucher No. 13: 


Final Settlement of Partners’ Capital Accounts 

Students will have by now seen that all asset accounts have been 
closed by transfer to Realisation Account. Profit and Loss Account 
has been closed by transfer to partners’ Capital Accounts. Similarly 
all liability Accounts have been closed either by transfer to 
Realisation Account or by the same (such as Mrs. Dilip Kumar’s 
loan) having been taken over by partner or by paying them off 
directly as in the case of Mrs. Sharad Kumar’s loan. Similarly, the 
undistributed profit shown under General Reserve has been allocated 
amongst the partners. 

The final picture which now emerges is that after realising all 
assets and after discharging all liabilities the balance in the Bank 
Account will be equal to the amount required to be paid to partners 
in-final settlement of their Capital accounts. 

Accordingly, the accountant will now prepare Accounting 
Voucher No. 13 with two supporting cheques. The students should 
be informed that in this voucher he will debit Dilip Kumar’s Capital 
Account by Rs. 29,995 and that of Sharad Kumar’s Capital Account 
by Rs. 24,195 and credit the Bank Account by Rs. 54,190. 

This will be the last step in the.settlement of dissolution accounts 
as the Bank Account will show nil balance after these payments. 

M/s DILIP KUMAR SHARAD KUMAR & BROS. 
NEW DELHI 
LEDGER 


Dilip Kumar’s 

Dr. 

Capital Account 

Cr. 

To 

Rs. 

By 

Rs. 

Profit & Loss A/ c 

1,750 

Balance b/d. 

10,000 

„ Realisation A/c 

4,000 

„ Reserve Fuhd 

5,000 

(stock) 




„ Bank 

29,995 

„ Mrs. Dilip Kumars’ 

5,000 



Loan 




„ Realisation A/c' 

15,745 


(Profit on realiation) 
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35,745 


35,745 



Sharad Kumar’s Capital Account 


Dr. 



Cr. 

To 

Rs. 

By 

Rs. 

Profit & Loss A/c 

1,750 

Balance b/d. 

10,000 

„ Realisation A/c 

4,800 

„ Reserve Fund 

5,000 

(Investment & 
Type writer) 




„ Bank 

24,195 

„ Realisation A/c 

15,745 



(Profit on realiation) 


30,745 


30,745 


M/s DILIP KUMAR SHARAD KUMAR & BGRS. 

New Delhi 


Bank Account 


Dr. 



Cr. 


Rs. 


Rs. 

To Balance b/d 

8,500 

By Realisation A/c 

1,000 



(Expenses) 




„ Realisation A/c 

37,810 



(Liabilities) 


„ Realisation A/c 

94,500 

„ Mrs. Sharad Kumar 

10,000 

(Assets) 


„ Dilip Kumar’s 

29,995 



Capital A/c 




„ Sharad Kumar’s 

24,195 



Capital A/c 

j 



1,03,000 


1,03,000 
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M/s DILIP KUMAR & SHARAD KUMAR 

New Delhi 

Realisation Account 


Dr. 



Cr. 

To Sundry Assets: 

Rs. 

By Sundries: 

Rs. 

Stock A/c 

5,000 

Creditor 

30,000 

Investments 

10,000 

Bills payable 

8,000 

Debtors 

20,000 

Reserve for Doubtful 

2,000 



Debts 


Plant 

20,000 

Investment 

1,000 

Buildings 

15,000 

fluctuations fund — 





41,000 

Goodwill 

4,000 



„ Bank (Liabilities) 

37,810 

„ Dilip Kumar’s 

4,000 



Capital A/c 


„ Bank (Expenses) 

1,000 

„ Bank A/c (assets 

94,500 



realised) 


„ Dilip Kumar’s 

15,745 

„ Sharad Kumar’s 

4,800 

Capital A/c 


Capital A/c 


„ Sharad Kumar’s 

15,745 



Capital A/c 





1,44,300 


1,44,300 
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M/s DILIP KUMAR SHARAD KUMAR & BROS. 


Dr. 

New Delhi 

Stock in Trade Account 

Cr. 

To Balance b/d 

Rs. 

5,000 By Realisation A/c 

Rs. 

5,000 

Dr. 

Investments Account 

Cr. 

To Balance b/d 

Rs. 

10,000 By Realisation A/c 

Rs. 

10,000 

Dr. 

Sundry Debtors 

Cr. 

To Balance b/d 

Rs. 

20,000 By Realisation A/c 

Rs. 

20,000 

Dr. 

Plant and Fittings Account 

Cr. 

To Balance b/d 

Rs. ' 

20,000 By Realisation A/ c 

Rs. 

20,000 
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M/s DILIP KUMAR 3HARAD KUMAR & BOMS. 

New Delhi 

Building Account 


Dr. 


Cr. 

To Balance b/d 

Rs. 

15,000 By Realisation A/c 

Rs. 

15,000 

Dr. 

Goodwill Account 

Cr. 

To Balance b/d 

Rs. 

4,000 By Realisation A/c 

Rs. 

4,000 

Dr. 

Profit and Loss Account 

Cr. 

To Balance b/d 

Rs. 

3,500 By Dilip Kumar 
Capital A/c 

By Sharad Kumar 
Capital A/c 

Rs. 

1,750 

1,750 


3,500 

3,500 

Dr. 

Sundry Creditors 

Cr. 

To Realisation A/c 

Rs. 

30,000 By Balance b/d 

Rs. 

30,000 

Bills Payable Account 

Dr. 

Cr. 

To Realisation A/c 

Rs. 

8,000 By Balance b/d 

Rs. 

8,000 
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M/s DILIP KUMAR & SHARAD KUMAR BROS. 

New Delhi 

Provision For Bad-Debts Account 


Dr. 


Cr. 

To Realisation A/c 

Rs. 

2,000 By Balance b/d 

Rs. 

2,000 

Investment fluctuations Fund Account 

Dr. 

Cr. 

To Realisation A/c 

Rs. 

1,000 By Balance b/d 

Rs. 

1,000 

Mrs. Dilip Kumars’ Loan Account 

Dr. 

Cr. 

To Dilip Kumar 
Capital A/ c 

Rs. 

5,000 By Balance b/d 

Rs. 

5,000 

Mrs. Sharad Kumars’ Loan A/c 

Dr. 

Cr. 

To Bank 

Rs. 

10,000 By Balance b/d 

Rs. 

10,000 
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UNIT-FOUR 

Accounts of Non-Trading Organisations 

(This unit contains Accountancy Vouchers alongwith detailed 
narratives, supporting Vouchers, Cashbook, Journal, Trial-balance, 
Receipt and payment accounts, Income and Expenditure Account 
and balance sheet of non-trading organisations.) 


Introduction 

Non-Trading Organisation include Clubs, Association and 
social organisations which are generally run by honorary office bearers 
elected by the general body. Their main income is derived from 
subscriptions and donations and such income is spent on the 
activities of the organisation. Generally the transactions are cash 
transactions and therefore keeping one cash book serves the purpose 
conveniently. Towards the end of the year all the transactions are 
classified. Then Receipt and Payment Account, Income and 
Expenditure Account and Balance Sheet are prepared for the period. 
In case of big organisations, if they can afford the services of an 
accountant, they are'free to maintain the accounts in the way they do 
in business. 

The set of vouchers given here belong to a club and the 
transactions pertain to the month of April, 1985. The teacher will 
show the voucher to the student and will ask him the implications of 
that particular voucher in terms of accounting entry. 



VOUCHER NO. 1 

BDS CLUB 

T.T. Nagar Bhopal. 

C.B.F. No. 5 

Dated: 1.4.85 

Debit 

Rs. 

Cash 

9,250 

Credit 

Rs. 

Subscription 

6,750 

Entrance Fee A/c 

2,500 

(As per cash receipt No. 0001 to 100) 


Secretary 

Accountant 


BDS Club Bhopal enrols members and collects entrance fee at 
the rate of 25/- per member from those who apply for the 
memebership of the club. Annual subscription of the Club is Rs. 75 / - 
Here the student is to be informed that the Accountant will debit 
cash with the total amount of cash received from the members and 
the corresponding credit will be given to the subscription A/ c and the 
Entrance Fee A/c with the relevant amounts. The carbon copies of 
the receipts issued will be treated as the supporting vouchers. A 
specimen of receipts is given below: 

BDS CLUB, BHOPAL _ 

Cash Receipt i 

No. 0001 Dated: 1.4.85 i 

Received with thanks from Mr. Ram Prasad the sum of 

Rs. Hundred only by,cash/cheque No.-dated- 

on account of Membership fees Rs, 75/- Entrance fees Rs. 25/- 


Rs. 100/- 

Cashier Treasurer/Secretary 
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Cash Receipt 


No. 0002 


Dated: 1.4.85 


Received with thanks from Sh. Sharda Prasad the sum of 

Rs. Hundred only by cash/cheque No.-dated- 

-of Entrance fee Rs. 25/- and Membership fee Rs. 75/- 


Rs. 100/- 


Cashier Treasurer/Secretary 


BDS CLUB, BHOPAL 

Cash Receipt 


No. 0003 


Dated: 1.4.85 


Received with thanks from Mr. Ram Mohan the sum of 

Rs. Seventy five only by cash/cheque No.-dated- 

—on account of Membership fees Rs. 75/- 


Rs. 100/- 


__Cashier Treasurer/Secretary 


.and so on upto receipt No. 0100 


VOUCHER NO. 2 

C.B.F. No. 5 


Dated: 2.4.85 

Debit 

Rs. 

Cash 

10,000 

Credit 

Rs. 

Donations A/c 

10,000 

(Donation received from Mrs. Parmeshwari Devi 

Vide Cash Receipt No. 5)' 


Secretary 

Accountant 


The above voucher explains that a donation of Rs. 10,000 has 
been received from Mrs. Parmeshwari Devi vide receipt No. 101 of 
2.4.1985. Here cash is to be debited and Donations A/c credited. 
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IDS CLUB, BHOPAL 

Cash Receipt 

No. 101 Dated: 2.4.85 

Received with thanks from Mrs. Parmeshwari Devi the sum of 

Rs. Ten Thousand only by cash/cheque No. ( -dated— 

-on account of Donaction for the club 


Rs. 10,000/- 

_Cashier/ Treasurer/ Secretary 


VOUCHER NO. 3 

C.B.F. No. 5 


Dated: 2.4.85 

Debit 

Rs. 

Cash 

300 

Credit 

Rs. 

Governor’s 


Receiption Fund A/c 

300' 

(Vide Cash Receipts No. 0102 to 0104) 


Secretary 

Accountant 


The club is organising a reception to the Governor and is 
collecting money on that account. A sum of Rs. 300 has been 
collected vide receipt Nos. 0102 to 0104 dated 2.4.85 Cash is debited 
and Governor’s Reception Fund credited. Since the money is 
collected for a special purpose, the particular account is opended and 
whatever expenses incurred on this occastion would be met out of 
this fund. 
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VOUCHER NO. 4 

C.B.F. 5 

Dated: 6.4.85 

Debit 

Cash 

Rs. 

1,000/- 

Credit 

Tournament Fund A/c 

(Vide cash Receipts No. 0105 & 0204) 

Rs. 

1,000/- 

Secretary 

Accountant 

The BDS Club Bhopal is organising a Tournament and has 
collected a sum of Rs. 1,000 for the purpose of vide receipt Nos. 0105 
to 0204. 

Here cash is debited and Tournament Fund Account is credited. 

BDS CLUB, BHOPAL 

Cash Receipt 

No. 105 

Dated: 5.4.85 


Received with thanks from Mr. Harpal Singh the sum of 

Rs.Ten only by cash/cheque No.-dated-on 

account of Tournament Fund. 


Rs. 10/- 

Cashier / Treasurer/ Secretary 

BDS CLUB, BHOPAL 

Cash Receipt 

No. 106 Dated: 5.4.85 

Received with thanks from Sh. Rajeev Gupta the sum of Rs. Ten 

only by cash/cheque No.-dated-on account of 

Tournament Fund. 


Rs. 10/- 

Cashier/ Treasurer/ Secretary 
.and so on upto Receipt No. 0204. _ 
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VOUCHER NO. § 

C.B.F. 5 


Dated: 7.4,85 

Debit 

State Bank of India 

Rs. 

8,000/- 

Credit 

Cash 

(Being the account opened in the 

Bank) 

Rs. 

8,000/- 

Secretary 

Accountant 

A bank account is opened with the State Bank of India with 
Rs. 8,000 vide pay in slip counterfoil dated 7.4.1985. Bank account 
will be debited and cash credited. 

STATE BANK OF INDIA 


CASH 

Dated: 7.4.85 


Paid to the State Bank of India for credit of Saving Bank 
Account No. 786 of BDS Club, Bhopal Rupees Eight Thousand only 
(Rs. 8000/-) 

Cashiers Scroll No- 

Cashier_ 

Head Cashier_L_ 




VOUCHER NO. 1 

J.F. 1 

Dated: 8.4.85 

Debit 

Rs. 

Furniture A/c 

2,650/- 

Credit 

Rs. 

State Bank of India 

2,650/- 

(Payment by Cheque No. 51001 for 


purchase of furniture) 


Secretary 

Accountant 


The Club has purchased furinture—chairs, tables, cupboards 
etc. from Rattan Furniture Stores Bhopal vide their cash memo No. 
38162 of 8.4.85. The payment has been made by way of cheque No. 
51001 of 8.4.85. Furniture account will be debited and Bank account 
credited. 


No. 38162 

Cash Memo 

RATTAN FURNITURE STORE 

Bhopal 

Dated: 8.4.85 

10 Chairs 

@ 75/- 

750 

2 Tables 

@ 400/- 

800 

2 Racks 

@ 300/- 

600 

1 Cupboard 

@ 500/- 

500 



2650 

Sd/- 
Manager 

E. & O.E. 

Payment made vide cheque No. 51001 on S.B.I. Bhopal 



Sd/- 
Treasurer 
BDS Club. 
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i VOUCHER NO. 2 

J.F. 

Dated: 8.4.85 

Debit 

Rs. 

♦Sports Expenses A/c 

663/- 

♦Tennis Table A/c 

1,500/- 

Credit 

Rs. 

State Bank of India 

2,163/- 

(Payment by cheque No. 51002 for 


purchase of sports material & T.T. Table) 


Secretary 

Sd/- 
Accountant 


*Note: T.T. Table is durable and other articles are consumable. 


The Club has purchased sports material from Pioneer Sports 
Ltd. Bhopal vide their cash memo No. 62132 of 8.4.1985. When we 
go through the list of items purchased we find that except the T.T. 
Table, all other articles are consumables. Accounting treatment 
requires debiting the Sports Marterial Account and crediting Bank 
Account as the payment has been made by way of a cheque. 
Alternatively, we also debit T.T. Table Account by Rs. 1,500 and 
sports materials by Rs. 663 and credit Bank Account by Rs. 2,163 
making distiction between T.T. Table and sports expenses. 
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Cash Memo 


POINEER SPORTS LTD. 

Bhopal 

No. 62132 Dated: 8.4.85 

M/s BDS Club, Bhopal. 



Rs. 

1 T.T. Table with net 

1,500 

12 T.T. bats @ Rs. 10/- per bat 

120 

2 Doz. T.T. Bals @ 30/- per doz. 

60 

1 Badminton net 

35 

2 Pols @9/- 

18 

6 Badminton rackets @ Rs. 30/- 

180 

5 Doz. Shuttle Cocks @ 50 per doz. 

250 


2,163 

E. & O.E. 

Sd /- 


Manager 

Payment made by cheque No. 52002 on SBI Bhopal. 


Sd/- 


Treasurer 


BDS Club, Bhopal 

VOUCHER NO. 6 

C.B.F. 5 


Dated: 10.4.85 

Debit • 

Rs. 

Crockery A/c 

598/- 

Credit 

Rs. 

Cash 

598/- 

(Vide Cash Voucher No. 381) 



Secretary 

Accountant 
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The Club has bought crockery from Bhasin Crockery Stores 
Bhopal for Rs. 598 vide their cash memo No. 381 of 10.4.85, 
Crockery Account is debited and cash credited as the payment has 
been made in cash. 


Cash Memo 

“1 

BHASIN CROCKERY STORES 

Bhopal 


No. 381 

Dated: 10.4.1985 

BDS Club Bhopal 


24 Cup Saucers @6/- 

144 

24 Glass Tumblers @ 5/- 

120 

24 Quarter Plates @4/- 

96 

24 Spoons @ 2/- 

48 

2 Jugs @ 25 /- 

50 

1 Electric Kettle @60/- 

60 

2 Patee las @ 40/- 

80 


598 

£ & O.E. 



, .ISa 


VOUCHER NO. 7 

C.B.F. 5 


Dated: 12.4.85 

Debit 

Rs. 

Tournament Exp. A/ c 

75/- 

Credit 

Rs. 

Cash 

75/- 

(Trophies and medal Purchased Vide 


Cash Memo No. 62,200) 


Secretary 

Accountant 
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Trophies and medals have been bought for tournament which 
the club proposes to conduct. We remember that the club has 
collected funds for the purpose. Whatever expenditure is incurred on 
the tournament will be debited to the Tournament Expenses 
Account and will later on be charged to Tournament Fund Account. 

In this case Tournament Expenses Account will be debited and 
cash credited by Rs. 75. For these purchases we have a cash memo 
No. 62200 of 12.4.1985. 


I Cash Memo 


PIONEER SPORTS LTD. 

Bhopal 


No. 62,200 

Dated: 12.4.1985 

BDS Club 


3 Trophies 

60 

3 Medals 

15 


75 

E. & O.E. 

Sd/- 


Manager 

VOUCHER NO. 8 

C.B.F. 5 


Dated: 12.4.1985 

Debit 

Rs. 

Tournament Funds A/c 

170/- 

Credit 

Rs. 

To Cash 

170/- 

(Being Tournament expenses, Tea, 


Furniture hire paid) 



Sd/- 

Secretary Accountant 
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VOUCHER NO. 9 

C.B.F. No. 5 

Dated: 18.4.85 

Debit 

Rs. 

Cash 

100/- 

Credit 

Rs, 

Rent Receipt A/c 

(Vide Cash Receipt No. 501 date 18.4.1985 
being rent of the Hall). 

100/- 

Secretary 

Sd/- 
Accountant 


A sum of Rs. 170/- has been incurred on Tea etc, in the course of 
conducting the tournament vide cash payment voucher of 12.4.1985 
duly signed by the Secretary of the club. Tournament Expenses A/c 
will be debited and cash credited. It will be charged to the 
Tournament Fund A/c later on. 


Cash Payment Voucher 


Nature of Expenses 


Amount 


— Tournament Expenses 

(a) Tea & Snackes 

(b) Furniture Hire 
Rs. 170/- 


Payment verified 
Sd/- 

Secretary 
BDS Club 


Rs. 

150 

20 
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The club is in possession of a Hall which is hired out to public 
and rent realised. This is obviously an income of the club. 
Accordingly, cash is debited and rent A/c credited. Carbon copy of 
the receipt issued is the supporting voucher. 

BUS CLUB, BHOPAL *j 

Cash Receipt 

No. 501 Dated: 18.4.1985 ] 

Received with thanks from ShriKamalthesum of Rs. one hundred 

only by cash/cheque No.-dated-— of 

rent of Hall for two days. 

Rs. 100/- Cashier/Treasurer/Secretary 


VOUCHER NO. 10 C.B.F. No. 5 

Dated: 20.4.85 

Debit 

Rs. 

Governor’s Receiption Fund A/c 

300 1- 

Credit 

Rs. 

Cash 

(Expenses incurred on Tea & Snackes, garlands, 
Furniture hire etc.) 

300/- 

Secretary 

Sd/- 
Accountant 


Governor’s reception is held and the amount has been spent 
thereon. We have seen earlier that a special fund is created for the 
purpose. The expenses incurred on the receiption will therefore be 
debited to the Governor’s Reception Expenses Account and cash 
will be credited. Lateron it will be charged to Governor’s Reception 
Fund Account. Cash payment voucher is prepared by the person 
incurring expenditure and will be verified by the Secretary. It is 
generally the Secretary who countersings all the vouchers. If all 
depends on the bye-laws of the Association as to who is authorised to 
sanction and authenticate the expense. 
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CASH PAYMENT VOUCHER 1 

Dated: 20.4.1985 


Nature of Expenses 

Governor’s Party Expenses 

Rs. 

Amount: Rs. 300/- 

Tea & Snackes 

200 


Flower garlands 

30 


Furniture Hire 

30 


Souvenirs 

40 


300 


Payment verified 
Sd/- 

Secretary, 
BDS Club 


VOUCHER NO. 11 

C.B.F. No. 5 

, 

Dated: 24.4.85 

Debit 

Rs. 

Building Maintenance A/c 

80/- 

Credit 

Rs. 

Cash 

(Being expenses incurred on repairs etc.) 

80/- 

Secretary 

Sd/- 
Accountant 


An amount of Rs. 80/ - has been incurred on petty repairs of the 
club building and therefore Building Maintenance Account will be 
debited and cash credited. Cash payment voucher duly signed will be 
the supporting voucher. 
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CASH PAYMENT VOUCHER 

Dated: 24.4.1985 

Nature of expenses Building maintenance 

(Repairs & Sanitation) 

Amount Rs. 80/- 

Payment verified 
Sd/- 

Secretary, 

BDS Club 


VOUCHER NO. 12 

C.B.F. No. 5 


Dated: 28.4.85 

Debit 

Rs. 

Cash 

200/- 

Credit 

Rs. 

Sale of old furniture account 

200/- 

(Being 5 chairs of Rs. 75/- each sold 


for Rs. 40/- each vide receipt No. 502) 


Secretary 

Accountant 


VOUCHER NO. 3 

J.F. No. 1 

Dated: 28.4.85 

Debit 

Rs. 

Sale of old furniture A/c 

200/- 

Loss on Sale of furniture 

175/- 

Credit 

Rs. 

Furniture 

375/- 

(Being loss on account of sale of 


chairs 


Secretary 

Sd/- 


Accountant 
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It is found that 5 charis have become unserviceable. Though the 
book value of these chairs is Rs. 375/-, they are sold for Rs. 200/ - and 
thus a loss of Rs. 175/- has been incurred on their sale. Accordingly 
cash will be debited by Rs. 200/ and sale of furniture account will be 
credited by Rs. 200/-. At the same time an adjustment voucher will 
be prepared to account for the loss on sale of furniture. This has been 
done in Voucher No. 3. 


BDS CLUB, BHOPAL 

Duplicate Cash Receipt 

No. 502 Dated: 28.4.85 

Received with thanks the sum of Rs. Two hundred only by 

Cash/Cheque No.-Dated-on account 

of auction of 5 broken chairs @ Rs, 40/- per chair. 

Rs. 200/- Cashier/Treasurer/Secretary 

(Note: the original cost of the chairs was Rs. 375/-). 


VOUCHER NO. 13 

C.B.F. No. 5 

Dated: 29.4.85 

Debit 

Rs. 

Salaries & Honorarium A/c 

900/- 

Credit 

Rs. 

Cash 

(Being payment of salaries) 

900/- 

Secretary 

Sd/- 
Accountant 


A sum of Rs. 900/- has been paid on account of salaries and 
honorarium. Therefore Salaries and Honorarium A/c will be 
debited and cash credited. Receipt obtained will be the supporting 
voucher. 
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CASH PAYMENT VOUCHER 


Dated: 29.4.1985 

Nature of expenses Salaries & Honorariam 

Amount Rs. 900/- 

Verified with the salaries register 
Sd/- 

Secretary, 

_______ _ BPS Club 


VOUCHER NO. 14 

C.B.F. No. 5 


Dated: 30.4.85 

Debit 

Rs. 

Cash 

28/- 

Credit 

Rs. 

Misc. Income 

OO 

(Sale of used 4 T.T. bats, 10 T.T. Balls 
and 20 S. cockes) 


Secretary 

Sd/- 

Accountant 


Old T.T. Balls and T.T. Bats, etc. has been sold for a sum of Rs. 
28, Cash is debited and Sale of Sports and Materials A/c credited. 
Cash Receipt or cash receipt voucher prepared will support the 
transaction. 
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CASH RECEIPT VOUCHER 

Dated: 30.4.1985 

Sale of old and unserviceable 
T.T. Balls & bats. 

4 T.T. Bats @5/- 20 

10 T.T. Balls @ 20 P. 2 

24 Shuttle cockes @ 25P 6 


28 


Receipt verified 
Sd/- 

Secretary, 
BDS Club. 


VOUCHER NO. 15 C.B.F. No. 5 

Dated: 30.4.85 

Debit 

Rs. 

Cash 

60/- 

Credit 

Rs. 

SALE OF OLD NEWS PAPERS 

60/- 

(Sale of old newspapers & periodicals 


vide receipt No. 503). 


Secretary 

Sd/- 
Accountant 


Nature of Receipt 
Amount 


Old newspapers etc. have been sold for Rs. 60/- Cash received 
will be debited and ‘Sale of old newspapers A/c’ will be credited. 
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BDS CLUB, BHOPAL 

Duplicate Cash Receipt 

No. 503 Dated: 30.4.1985 

Received with thanks from auction the sum of Rs. Sixty only by 

Cash/Cheque No.-dated—-—— on account of sale 

of old newspapers etc. 

Rs. 60/- Cashier/Treasurer/Secretary 


VOUCHER NO. 16 

C.B.F. No. 5 


Dated: 30.4.S5 

Debit 

Rs. 

News Papers & Periodicals A/c 

123/- 

Credit 

Rs. 

Cash 

123/- 

(Purchase of newspapers & Periodicals 
for the month of April ’85). 


Secretary 

Sd/- 
Accountant 


Newspapers have been paid for at the end of the month. It is 
supported by the cash payment voucher. In certain cases bill is 
received from the newspaper agency and then the payment is made. 
In that case bill and the cash memo both will be the supporting 
vouchers. 

Newspapers & Periodicals A/c is debited and cash is credited by 


Rs. 123/-. 




CASH PAYMENT VOUCHER 

Dated: 30.4.1985 

Nature of Expenses 

Newspapers & Periodicals 

Amount 


Rs. 123/- 

Payment verified 

Sd/- 

Secretary, 

BDS Club. 
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VOUCHES NO. 4 

j.f. No. r 

Dated: 30.4.85 

Debit 

Rs. 

Subscriptions outstanding A/c 

750/- 

Credit 

Rs. 

Subscription 

750/- 

(Subscription of 10 members outstanding) 


Secretary 

Sd/- 


Accountant 

Subscription of 10 members is yet to be received. Accordingly, 

Subscriptions Outstanding A/c, is debited and subscription Account 

i is credited. 



STATEMENT OF OUTSTANDING 
SUBSCRIPTIONS 


Dated: 30.4.1985 

Subscription from 10 members @ Rs. 75/- per member is 
outstanding. 

Sd/- 

Secretary, 

__ BDS Club. 
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VOUCHER NO. 5 

J.F. No. I 

Dated: 30.4.1985 

Debit 

Rs. 

Donation A/c 

10,000/- 

Subscription A/c 

7,500/- 

Entrance Fees A/c 

2,500/- 

Misc. Income A/ c 

88/- 

Rent Receipt A/c 

100/- 

Tournament Fund A/c 

755/- 

Credit 

Rs. 

Income & Expenditure A/c 
(Being transfer of income accounts 
to Income and Expenditure A/c). 

20,943/- 

Secretary 

Sd/- 
Accountant 


Credit Balances of Income Accounts viz. Donation A/ c Sub¬ 
scriptions A/c, Entrance Fee Account, Misc. Income, Tournament 
Fund A/c and Rent Received Account etc., have been closed by 
transferring their balances to the credit side of Income & Expendi¬ 
ture Account to ascertain the Net Income/ Loss of the club. 

Alternatively 

Donation A/c and Tournament Fund A/c can be closed by 
transferring their balances direct to the Capital Fund Account 
through journal and a separate accounting voucher. 
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VOUCHER NO. 6 J.F. NoT] 

Dated: 30.4,1981 

Debit 

Rs, 

Income & Expenditure Account 

1,941/- 


1,941 

Credit 

Rs. 

Salaries & Honorarium A/c 

900 

Newspapers & Periodicals A/c 

123 

Sports Expenses A/c 

663 

Building Maintenance A/c 

80 

Loss on sale of furniture A/c 

175 


1,941 

(Being the transfer of expense accounts 


to Income and Expenditure A/c) 


Secretary 

Sd/- 

Accountant 


The Various Expense Accounts viz. Salary and Honorarium 
A/c, Newspapers & Periodical A/c, etc. have been closed and their 
balances have been transferred to Income and Expenditure Account 
to ascertain the net income/ net loss of the club. 


JOURNAL 


Folio: 1 


Date 


Particulars L.F. 

Debit 

Rs. 

Credit 

Ps. 

1 

2. 

3. 4. 

5. 

6. 

1985 

April, 18 

1 

Furniture A/c.Dr. 6 

To State Bank of India 
(Being Ch. No. 51001 for purchase 
of furniture) 

2,650/- 

2,650/- 

April 8 

2 

Sport Expenses A/c.Dr. 17 

Tennis Table A/c.Dr. 8 

To State Bank of India 7 

(Being Ch. No. 51002 for purchase 
of Tennis Table fund 

Sports material) 

663/- 
1,500/- 

2,163/- 

April 28 

3 

Sale of Old furniture A/c....Dr. 18 

Loss on sale of furniture.Dr. 12 

To Furniture 6 

(Being loss on account of 
sale of 5 chairs) 

200/- 

175/- 

375/- 

April 30 

4 

Subscription outstanding 

A/c.Dr. 16 

To subscription 1 

(Being subscription outstanding 
for 10 members) 

750/- 

750/- 

April 30 

5 

Subscription Membership 

Fees A /c Dr. 1 

Entrance Fees A / c p)r. 2 

Donation A / c j) r 3 

Tournament Fund A / c p> r 5 

Rent Receipt A / c Q r 10 

Misc. Income A / c 14 

To Income' & Expenditure A/c 

7,500/- 

2,500/- 

10,000/- 

755/- 

100/- 

88/- 

20,943/- 


(Being the transfer of income 
account to Income & 
Expenditure A/c) 
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April 30 6 Income & Expenditure A/c 1,941/- 

To Building Maintenance A/c 11 80/- 

To loss on sale of furniture 12 175/- 

To salaries* Honorarium A/c 13 900/- 

To Newspapers & Periodicals 15 123/- 

To Sports Expenses A/c 17 663/- 

(Being the transfer of expenses 
account to Income * 
expenditure A/c) 


LEDGER 

Subscription Account Folio 1 


Date 

Particulars 

Folio 

Amount 

Date 

Particulars Folio 

Amount 

1985 



Rs. 

1985 


Rs. 

April 30 

To income & 

J/l 

7,500/- 

April 

By Cash C/5 

6,750/- 


Expenditure A/c 



By Subscriptions 







& Outstanding 







A/c J/l 

750/- 




7,500/- 



7,500/- 

Entrance fee Account 





Date 

Particulars 

Folio 

Amount 

Date 

Particulars Folio 

Amount 


1985 1985 

April 30 To income* J/l 2,500/- April 1 By Cash A/c C/5 2,500/- 

Expenditure A/c 
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Donation Account 

Folio 3 




Tournament Fund A/c 




CASH BOOK 


Dr. Receipts (Folio 5) 

Cr. Payments 

Dale Vt, Particulars LF. Amount Date Vr, Particulars L.F. Amount 
No, No. 


1985 
Apr. 1 

„ 1 

„ 2 

„ 2 

„ 6 

„ 18 
„ 28 
„ 30 

„ 30 
May 1 




1985 



1 To subscription 

1 

6,750/- Apr. 7 

5 By State 7 

8,000/- 

A/c 



Bank of India 


1 To Entrance 

2 

2,500/- „ 10 

6 By Crockery 9 

598/- 

fees 



A/c 


2 To Donation 

3 

10,000/- „ 12 

7 By Tournament 

75/- 

A/c 



Fund A/c 


3 To Governor’s 

4 

300/- „ 12 

1 8 By Tournament 5 

170/- 

Fund Reception 



fund A/c 


A/c 





4 To Tournament 

5 

1,000/- „ 20 

10 By Governors 4 

300/- 

Fund A/c 



Receiption 





fund A/c 


9 To Rent 

10 

100/- ,, 24 

11 By Building 11 

80/- 

Receipt A/c 



MaintenanceA/c 


12 To sale of 

18 

200/- „ 29 

13 By Salaries 13 

900/- 

old furniture A/c 


& Hon. A/c 


14 Misc. Income 

14 

28/- „ 30 

16 By Newspapers 

123/- 




& Periodicals 15 





A/c 


To Misc. Income 

60/- „ 30 

By Balance 

10,692/- 



20.938 

c/d 

20,938 

To balancer!)/d 


10,692/- 
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State Bank of India Account 




Amount Date Particulars 




Building Maintenance Account 



'urmtureA/c J/I 175 April 30 By Income* 

Expenditure A/c 


Salaries & Honorarium Account 
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rs & Periodicals 



May I To Balance b/d 


Folio Amount Date Particulars Folio 




Trial Balance of BDS Club as on 30th April, 85 


Particulars 

Debit 

Credit 


Ih. 

Rs. 

Cash 

10,692.00 

— 

Bank Account 

3,187.00 

— 

Subscriptions Accounts 

— 

7,500.00 

Entrance Fees Accounts 

— 

2,500.00 

Sport material (T.T. Table) 

Account 

1,500.00 


Sports Expenses Account 

663.00 

— 

Miscellaneous Income 

— 

88.00 

Salaries & Honorarium Account 

900.00 

— 

Newspapers & Periodical Account 

123,00 

— 

Subscription Outstanding Account 

750.00 

— 

Donations Accounts 

— 

10,000.00 

Tournament Fund Account 

— 

755.00 

Furniture Account 

2,275.00 

— 

Crockery Account 

598.00 

— 

Rent Receipt Account 

— 

100.00 

Building maintenance Account 

80.00 

— 

Loss on sale of furniture 

Account 

175.00 

_ 


20,943.00 

20,943.00 


Note: This trial balance has been prepared before passing journal Voucher No. 5 
and 6. 
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B.D.S. CLUB 

Receipt and Payment for the month ending on 30th April ’SS 


Receipt 

Rs 

Income 

Rs. 

To Subscription 

6,750/- 

By Furniture 

2,650/- 

To Entrance Fees 

2,500/- 

By Sports Expenses 

663/- 

To Donation 

10,000/- 

By Tennis Table 

1,500/- 

To Governor’s 

Reception Fund A/c 

300/- 

By Crockery 

598/- 

To Tournament fund A/c 

1,000/- 

By Governor’s Reception 
fund 

300/- 

To Rent Receipt 

100/- 

By Building 

Maintenance 

80/- 

To Sale of Old 

200/- 

By Salaries & 

900/- 

Furniture 


Honorarium 


To Misc. Income 

88/- 

By Newspapers & 

Periodicals 

123/- 




7,059/- 



By Cash in hand 

10,692/- 



State Bank of India 

3,187/- 


20,938/- 


20,938/- 


B.D.S. CLUB 


Income and Expenditure Account for the month ending April, ’IB 


Rs. 


Rs. 

To Sports Expenses A/c 

663/- 

By Subscription 
(Adjusted) 

7,500/- 

„ Salaries & Honorarium A/ c 900/ - 

„ Entrance Fee A/c 

2,500/- 

„ Newspapers & Periodicals A/cl23/- 

„ Donation 

10,000/- 

„ Building Maintenance A/c 

80/- 

„ Misc. Income 

88/- 

Loss on sale of furniture A/c 

175/- 

„ Rent Receipt A/c 

100/- 

Excess of Income over 
Expenditure. 

19,000/- 

„ Tournament Fund A/c 

755/- 


20,943/- 


20,943/- 


189 



B.D.S. CLUB 

Balance Sheet on 30tb April, 1985 

Liabilities 

Amount 

(Rs.) 

Assets 

Amount 

(Rs.) 

Capital Fund 

Excess of Income 
Over Expenditure 

19,002/- 

Cash 

State Bank of India 
Subscription Outstanding 
Crockery 

Furniture 

Tennis Table 

10,692/- 

3,187/- 

750/- 

598/- 

2,275/- 

1,500/- 


19,002/- 


19,002/- 
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UNIT-FIVE 


Accounts of Companies—Introductory 

This unit contains Accounting Vouchers alongwith explanation 
and specimen of the supporting Vouchers related to issue of shares, 
forfeiture and their subsequent reissue by a joint stock company. 



UNIT-FIVE 


Joint Stock Companies 


Introduction: 

Companies raise capital by issuing shares both to the promoters 
and to the public. Some expenses are also incurred in the process of 
the formation of the company and the issue of share Capital. These 
are known as preliminary expenses. This chapter includes the 
treatment of preliminary expenses and of different steps in the 
process of raising capital. It also includes the accounting treatment of 
the case when the shares are forfeited on account of non-payment of 
calls and their subsequent reissue. 

The accounting treatment has been presented in three stages. 
The accounting voucher appears first, followed by the explanation of 
the transaction and a specimen of the supporting voucher. 


Voucher No. 1 

Dated: 27.1.85 

Debit 

Rs. 

Cash 

700 

Credit 


Equity Share Capital A/c 
(Being amount of cash received 

700 

from the subscribed to the 
Memorandum of Association for 

70 equity shares of Rs. 10/- each 
at Par/and allotment made vide 
resolution no dt. 

of the Board of 

Director) 
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Explanation: 

Cash will be received from the subscribers of the Memorandum 
of Association for the number of shares agreed to be subscribed by 
each person. Amount received will be credited to Share Capital 
Account. No return of allotment for this is to be filled with the 
Registrar of Companies. 

Supporting papers/vouchers will be the receipts issued to the 
subscribers and the resolution of the Board of Director. 


X. Co. Limited 
RECEIPT 

S.No.- 

Received from Sh./Smt.- on-, 1985, 

application in respect of issue for 10 equity shares alongwith Rs. 

- by cash/cheque/Demand Draft No. - 

drawn on -Bank 

Dated- (DIRECTOR) 


RESOLUTION FOR ALLOTMENT OF SHARES TO THE 
SUBSCRIBERS TO THE MEMORANDUM OF ASSOCIATION: 


RESOLVED that 70 Equity Shares of Rs. 10 each at par be and 
are hereby allotted to the subscribers to Memorandum of Association 
of the Company. 


SI. Name of the No. of Total SI. No. No. of Share 

No. Subscriber. shares value of Share Scrrep 

subscribed 


1 . 

2 . 

3. 

4. 

5. 

6 . 

7. 
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FURTHER RESOLVED that the share scrip be issued under 

the signature of Sh.-Director and Sh. --— 

Director of the Company. 

Voucher No. 2 Dated: ---— 

Debit 

i Preliminary Expenses A/ c 
Credit 
Mr. X A/c 

(Being amount of preliminary expenses 
incurred by Mr. X and approved as payable 
by the Board of Director vide their 
resolution no-dated-) 


Explanation: 

The preliminary expenses are in nature of v dcfferred revenue 
expenditure and 10% will be debited to Profit and Loss A/c every 
year for a period of ten years. Supporting voucher will be the bill 
submitted by Mr. X for the preliminary expenses and resolution of 
the Board of Directors. 

Resolution for Approving the Preliminary Expenses: 

Resolved that the expenses as submitted by Sh. X, Director of 
the Company be and is hereby approved and accounted as the 
Preliminary Expenses: 

Fees for availiability of Name __ 

Court fees Stamp of Memorandum & 

Articles of Association _ 

Stamp Paper for Power of Attorney 
and farm No. 1 _ 

Printing of Memorandum & Articles 
of Association _ 

Registration fees of Registrar of Companies _ 

Professional charges for incorporation 
of Company _ 
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Misc. Expenses 


FURTHER RESOLVED that the sum of Rs.-(Rs. 

—--) as detailed above be paid to Shri ‘X’ as and when the 

funds are available to the Company. 


Voucher No. 3 

Dated: - 

Debit 


Filing Fees 


Credit 


Cash 


(Being amount of filing fees paid to 


the Registrar of Companies for filing 


of prospectus) 



Explanation: 

The Company has to file a number of returns and documents 
with the Registrar of Companies. With each return and document a 
fee is to be paid in cash or by demand draft. The above voucher is 
prepared on the assumption of cash payment. The filing fees paid to 
the Registrar of Companies is in the nature of revenue expenses, 
except in the case of the fees paid for increase in the authorised share 
capital which shall be Deferred Revenue Expenses. Supporting 
voucher will be the receipt issued by the Registrar of Companies. 

Office of the Registrar of Companies: 

Receipt No.- Dated :-- 

Received the sum of Rs.-(Rupees-—) 

from M/s-- in cash/cheque/D. Draft No. 

-dated-drawn on -, on account 

of filing fees of the following documents:— 
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1. Prospectus 

2. Memorandum of Association 

3. Articles of Association 

4. _ 

5. _ 


(Cheque are subject to realisation) 


Sd /- 
(Registrar) 


Voucher No. 4 Dated:- 

Debit 
Bank 
Credit 
Cash 

l (Being the amount of cash deposited 
for opening the current account with 
Bank of Maharashtra, Greater Kailash 

New Delhi as per resolution No.- 

dated-of the Board of Directors) 


Explanation: 

For opening of Bank Account with any bank a resolution of the 
Board of Directors is required. The resolution varies from bank to 
bank. A copy of resolution can be obtained from the bank and the 
same be adopted by the Bo ard. A certified true copy of the resolution, 
specimen signatures of the persons authorsed to operate the bank 
account, copy of Certificate of Incorporation, Copy of certificate of 
Commencement of Business (only is case of a public company) and 
Copy of Memorandum and Articles of association is to be filed with 
the Bank. 

Supporting voucher will be the pay-in-slip of the bank and the 
resolution of the Board of Directors. 
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Explanation: 

For offering shares to the Public certain formalities as laid down 
under the Companies Act, 1956 and guidelines issued by the Stock 
Exchanges are to be followed. Any expenses incurred in this 
connection will be in the nature of Deferred Revenue Expenditure 
and to be written off over a period as decided by the Board of 
Directors. Normally this period is taken as 10 years. The expenses 
normally to be incurred for the Public Issue are listed below: 

1) Filing fees of prospectus with the Registrar of Companies. 

2) Advertisement in at least two national newspapers. 
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3) Fees and commission paid/ payable to the underwriters brokers, 
manager to the issue, legal advisers and other experts. 

4) Commission and charges to the Bankers to the issue. 

5) Printing charges for prospectus. Share application form, share 
allotment letters and Share certificate. 

6) Stamp duty payaable on issue of share certificate. 

7) Fees payable to stock Exchanges for getting the shares listed, if 
applicable. 

It may be noted that these expenses will not be there in the case 
of a private company as the capital is raised only from the private 
sources. 

The supporting voucher will be the bills and receipts issued by 
the various persons and organisations. 


Voucher No. 6 

Dated 


Debit 


Rs. 

Bank 


6,25,000 

Credit 



Equity Share Application A/ c 


6,25,000 

(Being amount received as application 



money for 2,50,000 equity shares @ 



Rs. 2.50 each as per advice No.- 

l---- 

-of the bank) 


Explanation: 


Bank of Maharashtra Greater Kailash, New Delhi 
The application for the allotment of shares are to be received 
through the bankers to the issues. The bank will send the advice to 
the company intimating the number of shares applied for. 


CREDIT 

Being amount credited to your current account on account of 
application money received for 2,50,000 equity shares @ Rs. 2.50 per 
share as per list annexed) 6,25,000 (Rs. Six lac twenty five thousand 
only). 

(BRANCH MANAGER) 
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M/s. X Company Limited 

LIST OF SHARE APPLICATIONS RECEIVED ON 


SI Share Application Name of No. of Amount 

No. No. the shares 

applicant applied 

1 . 

2 . 

3. 

4. 

5. 

6 . 

7. 


100 


Voucher No. 7 

Dated 

Debit 

Rs. 

Equity Share Application A/c 

5,00,000 

Credit 

Equity Shares Capital A/c 

5,00,000 

(Being the amount of share application 
for 2,00,000 equity shares @ Rs. 2.50/- 
each for which allotment is made vide 

resolution No.-of Board of 

Director in their meeting dated- 

-) 


It is not necessary that all the persons who have made an 
application will get the allotment of shares. Some of them may not be 
allotted any shares. In their case the application money is to be 
returned and Entry No. 9 will be made. In other cases the applicant 
may be allotted less number of shares than what he has applied for. In 
such a case, the balance can be adjusted against amount receivable on 
share allotment vide entry No. 8. and if still the excess is there the 
same is to be refunded. 
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The supporting voucher will be the resolution of the Board of 
Directors. 

Resolution: 

Resolved that 2,00,000 equity share of B’s each be and are 
hereby allotted to all applications applying for less than 100 shares. It 
is further resolved that applications for 5,000 shares be and are 
hereby rejected, they be for more than 100 shares each. 


Voucher No. 8 __ Dated 

Debit Rs. 

Equity Share Allotment A/c 5,00,000 

Credit 

Equity Share Capital A/ c 5,00,000 

(Being amount becoming due from the shareholder 
on allotment of 2,00,000 equity shares of 
10/- each at par @ Rs. 2.50 per share allotment 

vide resolution No.-of the Board of Directors in 

their meeting dated —-) 


Explanation: 

Supporting voucher will be the resolution passed by the Board 
of Directors. Along with the passing of resolution of the Board of 
Directors, letter of allotment is to be sent to all successful allottees. 

Specimen of Allotment Letter 
Dear Sir/ Madam, 

Subject Public Issue of 2,00,900 Equity Shares of Rs. 10/- each for 
cash at par. 

With reference to your application for Equity Shares in X 
Company Limited (“ the Company”), with which you have sent 
application money at Rs, 2.50 per share, the Company has allotted to 
you shares as shown below, in accordance with the basis of allotment 
reproduced on the reverse of this letter subject to the Memorandum 
and Articles of Association of the Company, the application form 
and terms of Public Issue. 
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2. The particulars of the shares applied for, and the refund, if 
any, due to you after adjusting allotment money @ Rs. 2.50 are given 
below:— 


Regd. 

Folio 

No. 


Shares 

Shares 

Amount 

Amount 

applied 

allotted 

paid 

adjusted 



on 

on 



application 

allotment 



Rs. 

Rs. 


Balance Allotment 

amount Letters 

Refundable No. 

Rs. 


The relative Share Certificate(s) for the shares allotted to you, 
are enclosed. 

Our Refund Order for the amount, if any, due to you is also 
appended. 

The Company has allotted the above Equity Shares on 19th 
June, 1981 out of the Eligible Issue of Capital under Section 80 CC of 
the Income Tax Act, 1961. 

Yours faithfully 
for X Company Limited 
Managing Director. 


Voucher No. 9 Dated 

Debit 

Equity Share Application A/c 
Credit 

Equity Share Allotment A/c 

(Being the amount of share application money 

received in excess adjusted against 

the amount due on share allotment). 


Rs. 

62,500 

62,500 


Explanation: 

Supporting voucher will be the list of share applicants with the 
number of shares applied and alloted. This voucher also be 
supported by the list prepared from the share allotment letters. 


201 





List of Share Applicants. 


SI 

No. 

Name 

No. of share 
Applied 

No. of shares 

alloted 

Amount 

to be 
adjusted 

Amount 

to be 

refunded 

l._ 

2. 

3. 

4. 

5. 

6. 


1 . 

2 . 

3. 


100 


Voucher No. 10 

Debit 

Equity Share Application 

Dated 

Rs. 

62,500 

Credit 



Bank 

(Being the amount of share application 
received in excess and refunded to 
the applicants.) 


62,500 


Supporting voucher will be the list prepared from the refund 
voucher (attached with V. No. 9) 

Specimen of Refund Voucher 

Refund Order 


Refund Order CITI BANK 

Citi Bank N. A., Bombay Incorporated with limited liability 

inU.S.A. 

270291 Dated:- 

No. 25 

Mr. This refund order is valid for 9 

months from the date of issue 
Rupees Sixty two thousand and five hundred only. 
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Ref. No. 

L.F. No. 

Refund Refund 
Amount Order No. 
Rs. • 

488640 


62,500 OSR 

270291 


Payable at par as detailed overleaf. 


For X. Company Limited 

488640 62,500 OSR Finance 

270291 Director 


Voucher No. 11 

Dated 

Debit 

Rs. 

Bank 

4,37,500 

Credit 


Equity Share Allotment A/c 

4,37,500 

(The amount of money received on 
account of share allotment) 



Explanation: 

The amounts of Share allotment money are to be received 
through the bankers to the issue. The bank will send an advice to the 
company intimating the amount received on account of share 
allotment. 

Bank of Maharashtra 
Credit 

Being amount credited to your current 4,37,500 

account for share application money 
received as peflist annexed. 

(Rupees Four lac thirty seven thousand five hundred only) 


(BRANCH MANAGER) 





X. Company Limited 

details of share allotment money received on 


Sl.Ledger filioName of the share Amount 

No. holder 

1 . 

2 . 

3. 

4. 

100 


Voucher No. 12 Dated 


Debit 

Rs. 

Share first and final call 

10,00,000 

Credit 


Equity Share Capital A/c 


(Being amount of money becoming due 

10,00,000 

as first and final call on 2,00,000 equity 


shares @ Rs. 5/- per share vide resolution No. 


of the Board of Directors in their meeting dated— 

-) 


Explanation: 

On passing of the resolution of the Board of Directors, the 
company will make the entry and the money will become due from 
the shareholders. Letters making the call and giving date and place of 
payment are to be sent. 

Supporting voucher is the resolution passed by the Board of 
Directors. 

SPECIMEN OF CALL LETTER 
Dear Sir/ Madam, 

Public Issue of2,00,000 Equity shares of Rs. 10 j- per cash at 

par. 
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With reference to your holding of equity shares in X, Company 
Limited, the company has now decided to request you to send the 
final call of Rs. 5/- each share before or on- 1985. 

No. of share Amount due on 

allotted. final call @ 5/- 

Yours faithfully, 

Managing Director. 

Dated:- 


Voucher No. 13 

Debit 

Bank 

Dated 

Rs. 

9,99,000 

Credit 

Share first and final call A/c 
(Being the amount received on account 
of first and final call as per bank 
advice). 

9,99,000 

Supporting voucher will be the. advice received from the bank. 
(Specimen of Bank advise already given with Voucher No. 6) 

Voucher No. 14 

Debit 

Equity Share Capital A/c 

Dated 

Rs. 

200 

Credit 

Forfeited shares A/c 

(Being 20 equity share of Rs. 10/- each 

200 

of the Board of Directors in their meeting 
dated-) 


Explanation: 

In case any shareholder defaults in making payment of allotment 
money or call money, on any shares, the same will be forefeited, 


Before the forefeitue, the shareholders must be intimated in writting, 


205 





givirfg at least fourteen days time for making payment. When the 
shares are forefeited, the amount credited to share capital A/c in 
respect of these shares is reversed. 

Supporting voucher/ paper for the entry will be the resolution of 
the Board of Directors. 

Resolution of forfeitive: 


Resolved that 20 share be and are hereby forfeited for non¬ 
payment of allotment and call money. 


Voucher No. 15 

Debit 

Forfeited share A/c 

Dated 

Rs. 

100 

Credit 

To share first and final'call A/c 
(Being the amount of first and final 
call due on the 20 equity of share of 

Sh.-@ 5/- forefeited). 


100 

Explanation: 

In case of the forfeited shares the amount due on share first and 
final call is credited so as to eliminate the account in respect of 
forfeited shares. 

Voucher No. 16 

Debit 

Forfeited share Reissued A/c 

Dated 

Rs. 

120 

Credit 

Equity Share Capital A/ c 


120 


(Being the amount due on re-issue 
nf 20 equity shares of Rs. 10/- each 
at Rs. 6/- per share in terms of resolution 

no -of the Board of Directors in their 

meeting dated-). 
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Explanation: 

Supporting voucher will be the resolution passed by the Board 
of Directors. 

Resolution: Dated:- 

Resolved that 20 forfeited shares be re-issues at Rs. 6/- from 
share fully paid. 

Forfeited shares can be for any price provided the amount 
received on re-issue together with the amount forfeited is not less 
than the called up amount in the case of partly paid up shares and the 
nominal value in the case of fully paid shares. 


Voucher No. 17 Dated 

Debit 

Forfeited shares A/c 

Rs. 

80 

Credit 


Equity Share Capital A/ c 

80 

(Being the amount of discount allowed 


on the re-issue of forfeited shares 


vide resolution no.--of the Board of Director in 

their meeting dated-). 



Explanation: 

The amount of discount allowed on reissue should not exceed 
the amount received from the original allottee of the shares. 


Voucher No. 18 

Debit 

Dated 

Rs. 

Bank 


120 

Credit 



Forfeited shares reissued A/c 
(Being the amount received on the 
reissue of 20 equity shares of Rs. 10/- 
each @ Rs. 6/- per share) 


120 
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Explanation: 

The amount due on reissue of forfeited shares can be received 
directly by the company and in such a case the supporting voucher 
will be pay-m-slip. In case the amount is received through bank, the 
supporting voucher will be bank advice. 

(Specimen of Bank Advice and pay-in-slip already given with 
Voucher Nos. 6, 11 respectively). 


Voucher No. 19 

Debit 

Dated 

Rs. 

Forfeited Shares A/c 


20 

Credit 



Capital Reserve A/c 

(Being the amount received in excess 

on forfeited shares transferred to 

Capital Reserve A/c). 


20 


Explanation: 

Any profit made on the reissue of forfeited shares must be 
transfer! ed to the Capital Reserve Account. 
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